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THE Diebold Vault Door is a place of interest in any 





Fifty Tons of 
bank. It symbolizes security and wealth. It represents 


e to a customer, visually, the dependability of the bank 
Finest Steel 


he is dealing with. He sees in it all that its fifty tons 
of finest steel, its accurate machining, its delicate timelock mean to modern banking. Diebold Vaults are 
modern banking. e Diebold service is available at any point in the United States within twenty-four hours 
— in metropolitan areas, immediately. e Inspection service for all installations. . . . Vault Doors equipped 
with Timken tapered roller bearings. . .. Complete twenty-four-hour protection against daylight hold-up, 


burglary, and fire can now be had, with the introduction of Diebold-Lake Erie Electrical Tear-Gas. 


fe K B LID SAFE AND LOCK COMPANY... CANTON, OHIO 
| a4 OVER SEVENTY YEARS OF BANK SERVICE 











Mm 


See 


SI 
with ¢ 
D 


any r 
banki 
lies. 

short: 


The f 
bank 
arbit1 
happ¢ 
myth 


See 
S1 
articl 
New 
the F 
I 
misse 
these 


S: 
I har 
whicl 
gardi 
sugge 
and 
proof 
had 
“The 

y 
value 
Savir 
vice- 
of Il 
Hous 
atten 
worl 


oper: 
J 
C 


Yes 


(“Ge 
Dece 
stanc 

V 
the | 
mon 
in ec 
acco! 


I 


Ss 
quite 
Our 
appr 
this 
the | 

7 











Five 





-LETTERS- 





See Page 12 


Sirs: 


The enclosed article (“‘Why Did That Bank Fail?’’) deals 


with a question of banking which has been in my mind for some time. 
During the last few years bank failures have been blamed on 


any reason but the real reason. 


I believe it is high time that the 


banking fraternity realize where the major portion of the blame 


lies. 
shortsighted management. 


Primarily responsible, in too many instances, is inefficient, 


The bank used as the horrible example is entirely mythical. 
The figures used in the financial statement are not taken from any 
bank in this community or any other locality. They have been 
arbitrarily set up to demonstrate what has happened and will 


happen in thousands of banks. 
mythical bank is entirely fiction. 


The history of the failure of this 


Donacp B. Smiru, Assistant Cashier, 
First National Bank, Mishawaka, Indiana 


eee 


See Also ‘‘The National Personal Credit’ (July) 


Sirs: 
article ““‘The Field of Personal Loans.”’ 
New Profit Twins.”’ 


In your November, 1929, issue, there appeared an 


In January, 1930, ““The 
(Both by Howard Wright Haines, cashier of 


the First State Bank of Kansas City, Kansas.) 
I am very much interested in these two articles, and evidently 


missed them at the time. 
these two numbers, and greatly oblige. 


Would you be good enough to send me 


R. Q. Baker, Executive Vice-president, 
Coshocton National Bank, Coshocton, Ohio 


eee 


The Savings Echo from Turkey 


Sirs: 
{ happened to remember about a letter 
which we received from Turkey re- 
garding our savings campaign. He 
suggested that you might be interested, 
and I am, therefore, sending you a 
proof of a little article which we have 
had set up to run in our house organ, 
“The Central Group News.” 

You can readily see the far-reaching 
value of this article (“Loyalty Wins—A 
Savings Contest’”’ by W. Irving Bullard, 
vice-president, Central Trust Company 
of Illinois, in The Burroughs Clearing 
House for April) which has received 
attention from many parts of the 
world. 

Again thanking you for your co- 
operation, and with kind regards, 


J. S. Batey, Advertising Manager, 
Central Trust Company of Illinois, 
Chicago 
oo 
Yes, in Both Instances 


Sirs: 


When your Mr. Hamilton was calling on me today, 


TURKISH BANK ASKS 
INFORMATION ON 
SAVINGS DRIVE 


How the story of our successful $2,000,000 
Savings Drive has traveled around the 
world is evinced by a letter recently re- 
ceived from Ankara, Turkey. 

An officer of Banque d’Affaires de Tur- 





quie, one of the largest Turkish banks lo- 
cated in the capital of that country, saw 
the article on the campaign by Mr. Bullard, 
which appeared in “Burroughs Clearing 
House,” and wrote requesting complete in- 
formation and samples of the flashes and 
forms which were used. 

His letter in part reads: 

“I would like to express my admiration 
for the men and women who carried out 
the phenomenal feat of raising 2.5 million 
dollars. We allow 5% credit interest, but 
a campaign such as the one you describe 
is exactly what we need if we are’ going 
to take a really good step forward soon. 
Such a plan will be the first of its kind 
in Turkey. We will not fail to keep you 
posted as to the progress made by a move- 
ment you will so kindly have given the 
initial impetus to.” 


3: Some time ago I read an article in your magazine 
(“Garnishments—A Bank Nuisance” by Thomas J. 


Malone, 


December, 1930) in regard to garnishment action on bank accounts 


standing in two names. 


We have recently had an account garnisheed which stands in 


the name of a woman and her son. 


in court was against the woman only. 
account subject to garnishment? 


The woman deposited the 
money and has at times withdrawn small amounts. 


The action 


Would. you consider the 


Thanking you for an opinion on this matter, I am, 


G. M. Wyatt, Cashier, 
First Wisconsin Bank, North Fond du Lac, Wisconsin 


SIRs: 


A few months ago there was published in your magazine 


quite a lengthy article concerning attachments or garnishments. 
Our copy containing this article has been misplaced and we would 
appreciate it very much if you would forward us a copy containing 


this article. 


Among other things it contained several decisions of 


the Supreme Court pertaining to this subject. 
rhanking you in advance for this favor, we are, 
C. P. Krsier, Assistant Cashier, 
First National Bank, North Bend, Oregon 
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HERBERT SHRYER, Editor 
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Canada Looks at Cost Analysis 


- Sirs: Please accept my thanks for your letter of the 26th of 
May. 

I might say that I have been able to find the article mentioned 
by you in the October (1930) issue of Journal of the Canadian 
Bankers Association. The writer of the article, Mr. Gladstone 
Perry, points out that in the December, 1929, issue of The Burroughs 
Clearing House a typical schedule of unit costs was outlined 
(“Profits in Deposit Accounts” by B. E. Young, comptroller, 
Commerce Trust Company, Kansas City, Missouri). 

If it would not be too much trouble I would be very glad to 
receive a copy of your magazine of that date. I would appreciate 
your assistance as I believe the effort to place current accounts 


in Canada on a profitable basis is something that will be followed 
more closely from now on. E. K. Picken, Manager, 


Canadian Bank of Commerce, Vulcan, Alberta 
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Bonds for 


Banks and Bank Customers 


Banks in all parts of the United 





States keep money on deposit with 


$$$ —___—__—— 


the Continental Illinois Bank, with 
which the Continental Illinois Com- 


pany is affiliated. Correspondents, and 























other banks as well, find it advan- 
tageous to have a continuing contact 
with this Company for the pur- 
chase of investment securities both 


for themselves and their customers 
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Answering— 
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"Cp hy the Campaign for Savings? 


What’s Behind the Farsighted Program 
of the American Bankers Association 


HE educational and adver- 
tising program recently an- 
nounced by the Savings Bank 
Division, American Bankers Asso- 
ciation, is not an isolated incident, 
but simply one item in a program. 

Due to a number of obvious causes, in recent years banks 
have met with vigorous competition from outside so-called 
financial agencies for the savings of the people. So ener- 
getically and enthusiastically has this competition been 
carried on, that the right of the banks themselves to receive 
this money was challenged. A study of newspapers cover- 
ing the past ten years shows that the advertising for sav- 
ings on the part of banks has been decreasing relatively in 
comparison with the advertising for money on the part of 
outside agencies. 

To offset this chorus of opposition to the bank and its 
services, the Savings Bank Division, through a committee 
of experts selected not only for their knowledge of adver- 
lising but also for their practical judgment in interpreting 


cBy A. C. Robinson 


President, Savings Bank Division of the American 
Bankers Association, and President of the Peoples- 
Pittsburgh Trust Company, Pittsburgh 


events, set up a program of educa- 
tion and advertising which aimed 
to bring to the conscious thought 
of people generally that banks are 
the proper and safe places to de- 
posit money and to render those 
other financial services necessary from time to time. An- 
other purpose was to reconstitute the faith of the bankers 
themselves in their own institutions and in their own busi- 
ness, and to help assist the customers of the bank in an 
understanding of the benefit a bank affords a community. 

Good judgment develops through experience and through 
a knowledge of human emotions as exemplified in the actions 
of people repeated over and over again. The banker in the 
course of a day or a week or a year can classify most of his 
experiences into distinct groups. From these experiences 
he formulates a plan of action which carries his institution 
safely throughout the vicissitudes of the year. 

The past year brought unexpected and strange experi- 
ences to many bankers for the first time. Numbers of 
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successful bankers, rarely compelled to 
write off a loss, have during the past 
year been compelled to charge off 
numerous ones, and some of large 
amounts. It is a truism to say that in 
many cases the morale of bankers was 
shaken. 

It has been said that frequently bank 
advertising, particularly of the smaller 
institutions, clung too long to the ultra- 
conservative and put undue stress 
upon names, statement of condition 
and interest rate, all phrased in terms 
which only the financially wise could 
understand. The adver- 
tisements usually gave no 
hint that money could be 
borrowed from the institu- 
tion. 

Competitors laid down 
a barrage against this type 
of advertising. Selecting 
as desirable that style of 
copy which seeks to trans- 
late emotion into action, 
they painted the desir- 
ability of achieving finan- 
cial success immediately, 
of quick and rich fruition 
from scant sowing. Fol- 
lowers of the old order 
believed that financial 
sanity would reassert it- 
self. But memory is short. 
The old order of things 
rarely returns in the former 
pattern. New practices in 
industry, transportation, 
in merchandising and in 
financing by their very 
complexity afforded oppor- 
tunity for competitors of 
banks to seek the earnings 
of the people. 

A situation such as this 
can never be solved simply 
by drifting. It demands 
immediate conscious atten- 
tion. Bankers alone can 
not apply the remedy, but 
they can plan it. There must be co- 
operation on the part of the banks’ cus- 
tomers and the other residents of the 
community. If the customers fall away, 
the bank is through, once and for all. 

How can the customers and their 
friends be most easily and thoroughly 
reached? They are the saving factor. 
If their support is to the banks, they, 
the banks, will live; if not, attrition 
closes the scene as far as the bank is 
concerned. 

The newspapers reach the people and 
the people read them. To most people 
there is a sort of finality about what 
they see in print. It is sacred; it is set 
apart. The spoken word may be in 
error but the word printed in the news- 
paper is accurate. 

Obviously then the first item in the 
advertising program of the Savings 

Bank Division is advertisements for 
use in the newspapers. 


Is it yet essential to emphasize not 
only the wisdom but the stark necessity 
of advertising on the part of the bank? 
Frankly, what institution or product 
which depended for its success upon 
popular knowledge of its qualities, ever 
succeeded without advertising? Read 
the advertisements in the newspapers 
and then call the roll of the products 
most in demand, or the institutions 
best known. They are identical. But 
a banker may say “The appeal of my 
bank is local. Every person knows 


about it. Why advertise?” Population 





changes from 15 per cent to 20 per cent 
each year. Frankly, do the people of 
the community know that you receive 
savings deposits; have a Christmas 
Club; provide safe deposit boxes which 
no one save the owner can enter; sell 
high grade securities; clip the customer’s 
coupons at his request during his 
absence and credit them to his account; 
take care of his silverware and other 
valuables while he is on vacation; 
supply him with travelers’ checks, and 
lend money on approved collateral? 
Banking services have increased more 
rapidly than has the knowledge of them 
among the banks’ customers or possible 
customers. As bankers, we rate the 
financial intelligence of the people too 
high. Because our work brings us into 
constant contact with financial prob- 
lems and increases our knowledge of 
the financial standing and the integrity 
of other businesses, we unconsciously 
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assume that other persons, who do not 
have similar contacts and whose work 
lies in wholly unrelated fields, have a 
working knowledge of financial mat- 
ters. We mistakenly attribute to them 
a too great knowledge of the meaning 
and use of money. 

In consequence, the three series of 
thirty newspaper advertisements deal 
with elementary problems that enter 
into the lives of everyone. The illus- 
trations alone would attract attention. 
The advertisements are built around 
the slogan, ‘““There is no substitute for 
a savings account in a 
bank.”’ Banks everywhere 
knew the experience of 
their own customers who 
had placed money else- 
where. They came to the 
banks for loans during 
the past year because many 
of the projects in which 
they had invested could 
not pay back their money, 
or at least not in full 
amount. Cash for current 
expenditures or for emer- 
gencies was sought from 
the banks. 


NE reason why nu- 

merous banks today in 
the interior of the country 
must ration credit, comes 
from the demand which 
has been made upon them 
by people who need money 
to care for emergencies, 
the expense of which 
in former times would have 
been paid from their own 
accounts in the savings 
department. In conse- 
quence the banker feels as 
though his back is to the 
wall. 

These newspaper ad- 
vertisements come to his 
rescue. They stress the 
importance of personal financial inde- 
pendence and emphasize the wisdom, 
both of creating reserves and of de- 
positing them in a savings bank or the 
savings department of a bank. Some 
of the advertisements dramatize the 
effect of savings. The world is full of 
incidents of great accomplishment 
whichcameasaresult of reserves created 
through the use of savings accounts. 

To supplement the newspaper ad- 
vertising, material is made available to 
banks from which they can formulate 
stories of real news interest for the 
benefit of the readers of local news- 
papers. Articles for the banking press 
were prepared by members of the com- 
mittee and their associates. These 
articles give practical illustrations for 
the benefit of the bankers of the culti- 
vation of savings accounts. The pro- 
gram dees not stop here. 

Posters artistically and dramatically 
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illustrated for lobby and window dis- 
play; blotters for counter use showing 
“How money grows”; folders explain- 
ing the merits of having a cash reserve 
in a savings account and suitable for 
advertising by mail or for insertion in 
statements or with cancelled checks; 
leaflets, snappy, colorful with a proved 
record of results, for general distribu- 
tion; celluloid pocket calendars; alto- 
gether they furnish a popular and 
diversified appeal at a surprisingly 
small cost to the bank. 

The advertisements are in mat or 
stereotype form. The news- 
paper adds the bank’s 
name and the printing 
press completes the job. 
The folders, posters, leaflets 
and blotters carry the im- 
print of the bank in its 
own characteristic type. 
The material is delivered 
to the bank ready for 
instant use. 

Bankers have been sur- 
prised at the pulling power 
of the installment method 
as applied to sales. It 
outstripped all prophecy. 
Here is full detail for or- 
ganizing an_ installment 
savings account. 

Many banks have grown 
through wise use of em- 
ployees’ contests. This 
program supplies a method 
in complete detail. 


‘TIME was when a com- 

mercial bankerregarded 
savings accounts as a nui- 
sance. They would, accord- 
ing to his thought, be 
constantly in and out of 
the bank. Eventually, to 
his surprise, he found that 
the flow of savings ac- 
counts could be charted 
much more readily than 
his commercial accounts, and that 
upon reaching a certain volume they 
were more profitable to his institution 
than commercial accounts. Bankers 
lor years have dreamed that their 
institutions would be more successful 
if they had a larger volume of free 
deposits. They have encouraged com- 
mercial deposits to the extent of 
paying a very high price, both in 
money and in service, for that business. 
Commercial accounts are fickle; they 
come largely through discounts or 
rom surplus funds of corporations. In 
times of business depression, such as 
at present, they contract and tend to 
flow to the large centers, leaving the 
country bank with a minimum of com- 
mercial deposits. 

During recent years country banks 
have gained largely in time deposits 
and slowly, if at all, in commercial de- 
posits. The growth of demand de- 





posits in some parts of the United 
States has been so slight that a great 
deal of the commercial business of 
those areas is conducted on time 
deposits. 

It is not an unusual situation to find 
national banks, which in their origin 
were contemplated as purely commer- 
cial banks, with more than 50 per cent 
of their deposits in the time category. 
The creators of the national banking 
system did not contemplate that na- 
tional banks should enter into the 
savings business. After the national 
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banking system had been organized 
and banks were operating under it, 
legislation was introduced in Congress 
forbidding the payment of interest on 
deposits by these institutions. This 
legislation was aimed primarily at the 
paying of interest on commercial ac- 
counts. It failed of enactment, and 
national banks came to receive time 
money on certificates of deposit and 
eventually to open savings depart- 
ments. If it were necessary today for 
national banks to divest themselves of 
time deposits, many of these institu- 
tions would be compelled to close or 
else to operate under state charters. 


(COMMERCIAL deposits have been 

decreasing in the banks of the 
United States since 1927. In 1928 they 
showed a decrease from the preceding 
year of $229,025,000 and in 1929 a 
further decrease in the amount of 


Nine 
$215,253,000. As of June 30, 1930, the 
amount of money in commercial de- 
posits in banks had reached a point 
$946,675,000 below that of 1927. The 
decrease meant that the earnings of 
banks from this source had declined 
with a consequent lessening in profits. 

Country banks have now reached 
the point where any decline in time de- 
posits is bound to work to the detri- 
ment of the bank. 

The logical conclusion of this situ- 
ation demanded that an effort be made 
on the part of bankers to cause the 
stream of money to flow 
again into the banks. No 
great increase in the vol- 
ume of commercial de- 
posits can be expected. 
The gain must be secured 
in time deposits. At 
present it is only the 
banks in the larger centers 
which have an oversupply 
of money. 


HE Savings Bank Divi- 

sion, in developing this 
program, is not only 
strengthening the savings 
business in banks, but the 
whole banking structure. 
The recent tendency to 
chain, branch and group 
banking has back of it in 
some cases, of course, per- 
sonal ambition to create 
large units, but in a 
greater degree the desire 
to make banking safer. 
The strength of banks is 
being impaired by a dry- 
ing up of the sources of 
the banking business. The 
causes in some measure 
come through the group- 
ing of manufacturing and 
distribution in larger 
units and their financing 
through bond and _ stock 
issues rather than by means of bank 
loans, but also to a large degree through 
the diverting of money from banks to 
outside agencies or through the short- 
circuiting of funds direct from the owner 
to industry. 

Confidence in any institution must 
constantly be recreated. Banks are no 
exception. They have been subjected 
to competition and to severe criticism 
as well. But people are fair. They 
want the bank’s story. After all, the 
bank’s story is only that of service in 
a thousand ways which benefits the 
bank’s customer and tends to make 
him financially independent. Through 
serving its customers well, it benefits 
the community and builds itself 
stronger and better. But the story to 
be effective must be told explicitly and 
individually. The advertising and edu- 
cational program of the Savings Bank 
Division does just that. 
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i mateurs Sell Professionally 


The “Honor Sales Club” of Employees 
Whose Work Takes the Place of Contests 


OUR average bank em- 
stoves falls into either of 
two classes, rarely in both. 
Either he is a good teller or 
bookkeeper or routine bank em- 
ployee knowing his ledgers and 
his account cards thoroughly, 
or he is that unusual mortal who, 
in addition, has some selling 
ability. 

And even the employee with 
a good sales record may be an 
illusion, for too much bank busi- 
ness is now obtained on the 
basis of friendship rather than 
on the merits of the service 
offered or on a convincing sales 
talk. 

It’s one thing to know every 
angle of the job in a bank opera- 
ting department; it’s another to 
realize that bank services are 
for sale; and still a third and 
most important thing to know 
how to sell them. 

There are plenty of star sales- 
men in other businesses, who 
couldn’t sell bank service be- 
cause they don’t know banking 
and credits. The sales minded 
bank employee, therefore, has 
a decided advantage. 

The problem in banking today 
is to develop those bank employees who 
have demonstrated real sales ability 
and place them on a definite footing 
with the professional members of the 
new business department. 

This is the newest development in 
banking today. 

During the year 1931 and the com- 
petitive years following, banks are 
going to be more concerned than ever 
before with the science of selling bank 
service and the development of busi- 
ness already on the books. By this I 
do not mean the use of advertising, 
publicity or direct mail, but by per- 
sonal man-to-man contact. 

Publicity and advertising are doing 
a remarkable piece of work, but for 
many of the services that a bank has 


cBy E. V. Newton 


Cleveland Trust Company, Cleveland 
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to offer, advertising is only half the 
job. Most large commercial accounts, 
for example, are sold through personal 
contact. Advertising, of course, paves 
the way, acquainting the prospect with 
the bank and breaking down any sales 
resistance that may be caused by a 
lack of information as to the reputa- 
tion and standing of the bank in the 
community. Commercial banking and 
many other services require the per- 
sonal “‘closer” or “‘dotted line’”’ expert 
to bring home the business. 

This necessitates more than a mere 
‘“‘order-taker’’ or a beggar of business 
from friends and acquaintances. Many 
a bond house has made the mistake of 
thinking that the popular college foot- 
ball star would be a star salesman 


because of his following. When 
his list of friends was covered, he 
was often through “‘selling.”’ 
For years most alert banks 
have realized the latent sales 
possibilities lying dormant in its 
roster of employees — more par- 
ticularly the contact force con- 
sisting of those employees who 
meet the public and customers. 
Various short and long new busi- 


ness contests and year-round 
business promotion efforts are 


being used constantly with 
definite schedules of awards or 
commissions paid to those bring- 
ing in business. 


BUT seldom has the loyal sales 

minded employee had an op- 
portunity to receive the sales 
training that will test his selling 
mettle on a par with the pro- 
fessional new businessman. Any 
bank that hand-picks its em- 
ployees who have proven sales 
(or at least soliciting) ability 
and schools them in the finer 
points of salesmanship as well 
as the knowledge of banking and 
credits, is developing a valuable 
asset that can definitely be 
turned into bank growth as the 
years go on. 

The development of such an auxiliary 
sales force, in every sense of the word, 
is the purpose of the Honor Sales Group 
at the Cleveland Trust Company. 

About ten years ago we _ began 
experimenting with inducements for a 
continuing sales effort to replace 
spasmodic monthly drives which had 
proved that any employee could at least 
ask his friends and acquaintances for 
business. Definite commissions were 
paid for the business produced for all 
departments. Flying squadrons of new 
business men, or particularly able em- 
ployees, addressed small groups at 
frequent intervals, telling them how 
the major services could be sold. 

But even cash cannot keep interest 
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at high pitch forever. Some other 
incentive must be provided. And to 
the ambitious there is nothing like 
recognition from high places. 

Early in 1930 all Cleveland Trust 
banks were operating under quotas 
for practically every service the bank 
has to offer. 

Likewise, with savings interest rates 
reduced by all Cleveland banks, an 
extra effort was made on the solicita- 
tion of Christmas Club accounts. 

Though it was a year of depressed 
business generally, several branches 
went away over their quotas and all 
in all the results were satisfactory. 
The number of Christmas Club ac- 
counts secured set a new high record 
in the face of much calamity-howling 
about hard times, unemployment, etc. 

I mention these results to point out 
that activity in these two directions 
helped us to select our outstanding 
salesmen as recruits in our army of 


bank business builders. And con- 
versely, these campaigns (in which 


those selected were most prominent) 
enabled the respective banks and de- 
partments to reach or approximate 
their quotas and the salesmen indi- 
vidually to demonstrate their sales- 
manship. 

A year ago, it was announced that 
each month the names of the six 
employees making the best showing 
for new business secured during the 
previous month, would be displayed in 
the bank’s house organ, the ‘“‘Cleveland 
Trust Monthly,” and that 
once a year the twenty- 


one had been studied and twenty-five 
were selected as making the best 
showing in 1930. Several women em- 
ployees were on the list. 

No one was considered for this list 
who brought in only one or two new 
depositors or items of other business, 
no matter how large. Every one on 
the list had obtained either more than 
ten new accounts or accounts and/or 
other business of value equivalent to 
at least $10,000 of deposits. Every one 
has shown persistent effort, not suc- 
cessful every month, but successful 
often enough to show that the employee 
not only considered business-getting an 
important part of his or her career but 
also possessed the other qualities that 
make for success not only as salesmen 
but also as bankers and citizens. 


ALERTNESS, attention to appear- 

ance, kindliness, consideration for 
the other fellow’s point of view, aggres- 
siveness— these are some of the qualities 
that make for success in business- 
getting and otherwise. 

The consistent exercise of those 
qualities, the bank realized, would 
make its employees more efficient, not 
only as salesmen but as bankers, and 
help them advance. At least one of the 
men on the list has received a promo- 
tion because he demonstrated he has 
the qualities that make for success. 

Having selected twenty-five best 
sellers for 1930, the question again 
arose: “‘Is this the end of the idea or is 
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there a still further ‘follow through’ for 
maximum usefulness?” Must they 
continue to dig up their own prospects 
as well as sell them, or could we furnish 
“leads”? Was there a further in- 
centive we could supply for these 
twenty-five best sellers? I thought 
there was and here is how I arrived at 
that conclusion: 


KVERY day, the new business de- 

partment receives from a number of 
sources, scores of leads which, if prop- 
erly followed, would mean new or 
additional business for the bank. There 
are so many of them, however, that 
all that are received each day cannot 
be followed by the limited number of 
regular, professional new business men. 
Most of these leads consist of names 
of new stores, factories, theaters and 
offices that are locating in outlying 
neighborhoods. 

The department therefore decided 
to assign the best of these leads to the 
members of the Honor Sales Club 
(composed of the twenty-five Best 
Sellers) for solicitation in their re- 
spective territories. 

(It should be borne in mind that the 
twenty-five best sellers are scattered 
among our fifty-eight branches located 
in and near Cleveland.) 

The group will function as an adjunct 
to the new business department, will 
get their assignments and make re- 
ports in the same manner as members 
of the regular staff. The usual awards 

will be paid for the busi- 





five best business-getters 
for the past year would be 
so posted. This supplied, 
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“Cp )hy Did That Bank Fail? 


Being a Study of Two Comparative Statements 
Which Fixes the Blame on Structural Weakness 


PRIL, 1931, a bank failed and 
A everybody concerned wanted to 
know why! Maybe not every- 
body, because the officers in charge 
knew all too well why their bank had 
failed. They would like to forget if 
they could. The directors had a 
general idea of the cause of the failure, 
but nothing specific. They were pain- 
fully aware that their stock had sud- 
denly become valueless and they were 
faced with an assortment of liabilities. 
The stockholders were stunned and 
thoroughly resentful, but they had very 
little opportunity to sense the im- 
pending tragedy, or the reasons for its 
occurrence. The late depositors, now 
the creditors of the bank, fear that they 
have lost their earnings, and that is 
what most concerns them at the pres- 
ent time. Certainly they will want to 
know the real reason for the failure of 
this bank before they open an account 
with another bank. 

The bank examiners _ probably 
could tell everybody why the bank 
failed. They had seen the possibility 
of a failure for some time—for as 
long as five years they had been 
forced to keep quiet, and had little 
to say now that the failure had 
occurred. The Banking Department 
issued a carefully worded and techni- 
cally phrased statement that told those 
who were eager to know, just about 
one-tenth of what really forced this 
closing. Recriminations filled the air. 
Stockholders held and expressed bitter 
thoughts against the directors. The 
directors scathingly denounced the 
officers in private meetings. 

The officers cited local economic con- 
ditions, and accounted for the depre- 
ciated and defaulted assets by remind- 
ing everyone of the financial condition 
of the country. They said that the 
frozen loans, which slowly solidified this 
bank’s liquidity and throttled its earn- 
ing power, would never have gotten 
into this shape under any other condi- 
tions excepting a depression period. 
Well-rounded editorials were written 
in financial columns insinuating that 
somehow there is something wrong 
with our banking system that operates 
to permit a failure such as this. The 
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real reason for the failure of this bank 
and the hundreds that have gone 
before it under like conditions was 
never mentioned. 

From the privileged position of an 
uninterested observer, let us review the 
history of this commercial calamity, for 
it is a calamity to the community, and 
see who is responsible. We cannot say 
that this failure is like every bank 
failure, but it is enough like so many 
that it is typical of the majority. We 
must question the Banking Depart- 
ment who may have known a year or 
so ago that there was little, if any, 
hope for this bank. We must also call 
in the directors and with them the 
officers, for an explanation from the 
governing board of the bank. We can 
eliminate the stockholders as innocent 
bystanders without even the standing 
of material witnesses. 

For comparative purposes, we show 
the bank’s published statement of five 
years ago, placed beside the last state- 
ment made before its failure. 

To the discerning and experienced 
banker, the comparison between the 
condition of this bank in 1926 and 1931 
speaks with the dumb eloquence of a 
good bank gone wrong. To the public 
who passes over sworn statements of 
condition in the newspaper with a 
cursory glance, without interest or 
understanding, both statements look 


these statements made five years apart 
will reveal that this bank worked itself 
from a prosperous and money-making 
institution into a poverty-stricken li- 
ability. Some of the storm signals that 
are flying in 1931 are as follows: The 
increase in total of loans and discounts 
betokens an over-eagerness to loan 
money, for below appears the item of 
$90,000 bills payable. Could it be 
possible that this bank should have 
pursued a retrenching policy, reducing 
its loans and discounts and avoiding 
financing any new and untried enter- 
prises? It must have made too many 
capital loans, for it was not able to 
liquidate them to save the bank. 


HE building and furniture and fix- 

tures remain at the same book value 
for five years. Where and when was 
any depreciation taken? If the earn- 
ings were there, part of them should 
have been applied to reducing this 
investment. The bank paid dividends 
at the rate of 8 per cent for every 
period. This helped to keep the con- 
fidence of the community. The bonds 
and securities were reduced $150,000 
during the five year period. This re- 
duction points to one of two conditions. 
Considering that deposits have dropped 
over $130,000, this loss in the bond 
total might be checked off as a liquida- 
tion of securities reserve to meet 
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$90,000, unfortunately, to loan out at6 
and 7 per cent locally, instead of using 
it to create a better cash position. 
What really happened is important 
and will be stated later. 

The cash in the bank and deposited 
with correspondent banks, shown in 
1931, is small. An amount that might 
be all right for everyday banking 
operations, but what a weak reed to 
lean on in a sudden storm! Money is 
always the answer to any banking run, 
and, with banks failing in various parts 
of the country and the newspapers re- 
porting these events, this bank is 
running on too close a margin for 
safety. 

The undivided profit account ap- 
pears to have stood some punishment. 
Although net annual earnings of about 
$23,000 are possible on the 1931 set-up, 
it is doubtful if half of this amount 
will be there June 30. There seems to 
have been nothing left over after the 
last dividend was paid, or the last loss 
was charged to the undivided profit 
account. 


BILLS payable of $90,000 incur an 

annual expense of about $5,000. If 
this bank has lost a sizable slice of its 
savings and has borrowed to strengthen 
its cash position, everything is as it 
should be. To sell too many bonds 
would choke the earning power of the 
bank and if the yield on the bonds is 
more than the interest paid to borrow, 
not to mention the loss on the sale of 
bonds, it would still seem to be good 
business to borrow. But from the last 
statement published, it would appear 
that this bank did not strengthen; but 
weakened its condition. Our thoughts 
must keep turning back to that increase 
in loans and discounts and we cannot 
help but feel that the money the bank 
borrowed was loaned out to borrowers 
whose loans became anything but 
quick assets. 

The decrease in the deposits is not 
alarming over a period of five years. 
The worst that can be said is that a 
slight loss of confidence is creeping 


into the mind of the community. This 
can only be a conjecture, because most 
of the banks in this locality have lost 
in deposits and this loss seems a 
natural shrinkage. 

A summary of the foregoing com- 
parative analysis of this bank’s condi- 
tion indicates an unhealthy condition 
and hints ominously of an approaching 
doom. Shortly after the March, 1931, 
statement of condition was published, 
the Banking Department, who had 
been uneasy over the situation for 
more than a year and had urged re- 
forms in the policy of the management, 
threatened drastic action. The man- 
aging officers, who two or three years 
ago could have pursued a conservative 
policy, were then powerless to change. 
The loans which should have been 
called had become frozen and could 
not be liquidated. The bank’s bonds 
were pledged to secure its loans, and 
were also badly depreciated. There 
was no way to procure but little more 
cash. The directors, who had not paid 
much attention to actual directing, 
were suddenly very much awake to 
what they had not done. But it was 
too late to do anything about it. While 
the public sat in trusting ignorance, the 
crisis arrived. A stormy session of the 
examiners and the bank’s directors and 
officers and a sign on the front door, 
“Bank Closed.” A bank has failed! — 
And everybody concerned wants to 
know why. 

We have come back to our starting 
point, but now, in the light of a com- 
parison of the bank’s condition just 
before its failure, with a statement made 
five years ago, we may now ask not 
only why, but also, how it came to fail. 
We can fix the blame with intelligent 
justice to all. 

In 1926 this bank was running about 
$27,000 net profits each year. The 
bonds, that were producing about 
$55,400 at the yield rate of 534 per 
cent, were all good, general market, 
high class public utilities or underlying 
rail issues. The profits from called 
and sold bonds ran about $10,000 a 

year, because these 








March 25, 1931 
RESOURCES: 

Loans and Discounts 
I oie on cds overs Seas Side aeeetaoae 
ERE he re hot ee 
Furniture and Fixtures............. 
ESS eet pel ee ee 
2 SS Cr i 
Cash in Other Banks............... 


# 


ABILITIES: 
rr ee 
ede ye bang Se yan wen 
Uneryssed Profits.................. 
Bills Payable 
Deposits 








STATEMENT OF CONDITION 


$1.669,832.89 


$1,669,832.89 


bonds were sound, 
appreciated in value, 
and had callable 
features which gener- 
ally resulted in a 


tenes) profit. These bonds 
150,000.00 were a real secondary 
10,000.00 reserve, because they 
re tH would serve either as 
04, ‘ , : 
31'578.06 collateral on a high 


class loan value basis, 
or could be sold for 
cash without loss. 


$ eee The local loans were 
2623.18 being carefully made, 


after a critical 
scrutiny of the ability 
of the borrower to 











pay. Money was 





Thirteen 


loaned with the stipulation that the 
obligation must be reduced materially 
at maturity if a renewal was to be made. 
This requirement was enforced. Suffi- 
cient cash was on hand in proportion 
to the bank’s liabilities. The undivided 
profit account showed a residue over 
and above semi-annual charges. The 
bank was living within its means 
(charge offs were not knocking the 
profit account dizzy). Such was the 
glad picture in 1926 and everybody 
should have been satisfied, but they 
were not. 

The officers and directors decided 
that it would be a fine idea to increase 
the bank’s earnings, and adopt a liberal 
poliey. In 1929 bond rates dropped, 
but the yield on this bank’s bonds was 
forced up from an average of 534 to 
6 per cent. This was accomplished at 
the sacrifice of the quality of its bonds. 
Tempting real estate offerings yielding 
61% per cent replaced general market 
bonds, as the better bonds were called 
or sold for a profit. Slightly specula- 
tive industrial issues with high yields 
became part of the bank’s bond ac- 
count. Local mortgage loans with 
nice fat fees, were made on more than 
50 per cent valuation. Loans to local 
merchants and business houses were 
made where careful study of the situ- 
ation would have created a doubt as to 
the advisability of loans which were 
destined to become very much “cap- 
ital.” Thus earnings went up in fine 
style, profits on faithful old 4'%s and 
434s sold down the river, swelled the 
profit account and interest earned from 
loans and bonds increased $4,000 per 
annum. 

So prosperous was the bank and so 
prosperous was the community in 
which the bank was situated that no- 
body thought of the future in anything 
but the most optimistic aspects. Ex- 
pansion was the watchword of the day 
and the bank cast about for places to 
put increased profits to its best ad- 
vantage. If it had been suggested at 
this time that some of the undivided 
profit account could well be used to 
depreciate its fine, high-yielding bonds, 
the plan would have been dismissed as 
utterly pessimistic. To depreciate 
building, furniture, and fixtures was of 
course a very fine idea, but there were 
so many other methods of using those 
excess profits that would increase the 
prestige and influence of the bank. 

A Bond Department was set up with 
a manager and assistant and stenogra- 
pher; advertising campaigns and sav- 
ings contests flared and died; a Trust 
Department was inaugurated with a 
loud hurrah and much special ma- 
chinery; the excess profits were spent. 
The bank dominated the community 
with increased deposits from a growing 
number of depositors. This was the 
situation in the summer of 1929. 

Then something went wrong with 
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this high geared machine that was 
apparently running along to bigger 
and better banking. Storm clouds of 
recession gathered as a nervous stock 
market struggled to keep the delirious 
pace of inflation. Ignoring realities 
and possibilities, the stock market was 
finally sucked in, and under, the whirl- 
pool created by the momentum of its 
own inflation. It sank and left a 
startled world contemplating a few 
bubbles of hope slowly rising from the 
depths. What of this bank that up to 
now had fulfilled every hope of expan- 
sion and growth desired by its op- 
timistic directors and officers? 


TOT all at once, but with deadly cer- 

tainty, adjustment of values began 
to affect this bank. Loans with stock 
as collateral suddenly became a prob- 
lem as the value of their collateral 
dropped to ridiculously low levels. 
These loans had to be worked out and 
the bank found the borrowers in any- 
thing but a mood to make payment. 
A few of these loans, not many, found 
their settlement in the undivided profit 
account. It wasn’t so bad until one 
day a coupon from a fine, 7 per cent 
real estate bond came stumbling back 
marked “no funds.” It proved to be 
only the first of a pitiful procession. 
Here it occurred to someone to make a 
thorough analysis of the bank’s bond 
account. Too late it was found that a 
depreciation of $200,000 was hanging 
on them. In other words, if the bank 
had to sell its bonds, they would bring 
$200,000 less than they cost. A year 
went by and the defaulted bonds had 
to be charged to the undivided profit 
account that was not quite so robust 


as it had been in 1926. Now the winter 
of depression, 1930 to 1931, set in, and 
local loans began slowly to freeze up. 
The merchants felt that it was un- 
reasonable for the bank to ask for any 
reductions on their loans under the 
existing conditions. Farmers had no 
money to settle any loans. Wages 
were dropping and unemployment hit 
the laboring citizens of the community. 
Defaults on mortgage loans made the 
bank owner of real estate on which it 
had loaned too much. The liberal 
policy had unfortunately provided no 
reserve against the shrinkage of earning 
assets. It might be said that all the 
trouble that now beset the bank was 
the result of an unprecedented finan- 
cial crash. That it was the immediate 
cause there can be no denial, but what 
of the bank management that built 
with no provision for such circum- 
stances? It now requires no prophet 
to read the future for this bank. 

This bank did not fail because the 
banking system of this nation is 
fundamentally wrong. It did not close 
because of the financial depression that 
it neglected to prepare for. It did not 
fail because of an inefficient Banking 
Department. The bank examiner may 
warn; he may report excessive loans 
and legal irregularities. He may see 
stupid and unwise policies of manage- 
ment put into operation that will pos- 
sibly ruin the financial structure of the 
bank. He can advise; not legally 
govern the progress of the bank. His 
duty is, briefly, to see that the banking 
laws of the state and government are 
obeyed and that the bank is solvent. 
So often the criticism of the Banking 
Department is heard, “If that bank 
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was as rotten as that, why did the bank 
examiner let it get into such shape?” 
The bank examiner couldn’t help him- 
self. Recently several cases have 
arisen in which the State Banking De- 
partments have narrowly escaped law- 
suits because they closed a bank when 
someone decided after it had been 
closed that it was solvent when the 
examiner closed it. The examiner 
must be sure that a bank is insolvent 
before he acts, so he proceeds cau- 
tiously. He may criticize to his 
heart’s content, but he cannot make 
bankers run good banks. He may 
lead if he can, but he can not drive. 


FDURING the past three years many 

banks have failed in this country. 
Multitudes of reasons and causes have 
been offered for these failures. The 
current financial depression, the struc- 
ture of the banking system of our 
nation and states, laxity or inefficiency 
of examining departments, have all 
been blamed jointly and severally for 
the failure of our banks. But in the 
majority of these failures, if the situ- 
ation could be carefully analyzed, 
underlying all these, and primarily 
responsible, would be found inefficient, 
shortsighted management. Misman- 
agement by officers greedily pursuing 
the easiest way to quick profits, and 
ruthlessly lowering the safety factors in 
their banks’ machinery for immediate 
gain; and directors who stand by and 
allow ruinous policies to be put into 
operation. Banks which become vic- 
tims of fair-weather officials who make 
large profits; but not structurally 
strong banks, which are able to stand 
the punishment of all financial storms. 


CUour Business Insurance Trusts 


N the widening field of trust service 
one of the phases that has recently 
been scanned for latent possi- 

bilities is that of the business insur- 
ance trust. 

Business insurance and business in- 
surance trusts are, of course, not new. 
In one form or another they have been 
employed for a great many years. In 
fact, Mr. Franklin W. Ganse, of 
Boston, recently cited insurance taken 
out in 1817 on the life of Sir Walter 
Scott in favor of his publishers as the 
first known case of business insurance. 
Today, however, this form of insurance 
in trusts is being given a much broader 
application and gives promise of wide- 
spread use in meeting certain definite 
needs of business. 

The three main uses of business in- 
surance are: (a) to control the owner- 
ship of stock; (b) to protect the inter- 
ests of a deceased stockholder; and 
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(c) to provide insurance against the 
loss of a valuable member of the 
organization. 

A substantial part of business in- 
surance is written to compensate the 
loss a business sustains in the death of 
one of its key men. Normally, this 
money is paid directly to the business 
and except in unusual cases does not 
need a trust to accomplish its pur- 
poses. 

“When trust company people think 
of business insurance trusts,” says 
Mr. William S. Miller, vice-president 
of the Northern Trust Company of 
Chicago, “they have in mind the broader 
protection which a business needs to 
insure its future success when one of 
the co-owners dies. It is based on the 
underlying principle that the most 


successful business is the one which 
is conducted by co-owners rather than 
by mere employees. The soundness of 
this principle is proved by a very com- 
mon practice of business concerns ol 
having their leading employees become 
stockholders or in some way be directly 
interested in the profits of the busi- 
ness.” 

Business insurance trusts, then, are 
largely concerned with the first two 
uses—to control ownership of stock 
and to protect interests of a deceased 
stockholder. 

I have had occasion to discuss the 
development of business insurance 
trusts with many leading trust officials. 
I find them as varying in their 
opinions of its value as a source ol 
revenue for their companies as was the 
Wickersham Committee in the recent 
prohibition report. A trust officer in 
one city told me _ his institution 


(Continued on page 43) 
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ISTORY repeats itself in 
H every depression. Causes: 

human weaknesses; dura- 
tion, until the courageous lead 
the timorous ones out. Business, 
including banking, divides into 
twocamps. One waits for con- 
ditions to get better; the other 
gets under the load and 
organizes plans to make busi- 
ness better. Meanwhile, com- 
petition, which knows no mora- 
torium, is busy making hay in 
heavy weather. 

Right now the public is look- 
ing hopefully to the nation’s 
banks for signs that all is well — 
for the green light. When 
banks exhibit fear and hesitancy, 
who shall set an example of 
confidence in the future of 
America? Who shall take in- 
itiative? 

Everybody saw the old decade 
interred without a tear. Its 
latter days were troublous; its 
whole span witnessed two busi- 
ness slumps. A favorite indoor 
sport at the turn into the 
present decade was prognosticat- 
ing—trying to interpret the 
“challenge” of *30-40. A vast 
amount of interpreting has been 
done, but who has come forward with 
co-ordinated, all inclusive plans for 
putting bank profits on a_ higher 
plane? Nearly two years of the dec- 
ade have slipped by. The new pros- 
perity is even now in the making. 
Another depression, if events run true 
to form, will follow on its heels. 

A financial institution’s legitimate 
reason for spending money for adver- 
ising and new business is to increase 
its profits. Unless its advertising is 
effective in improving the financial 
Status of depositors and charting their 
way to goals of achievement, it is 
doubtful whether it can react profitably 
to the bank. To an observer it seems 
inconsistent that when profits are 
most needed, advertising should be 
considered an unnecessary expense to 
be curtailed. It should be regarded 
as a powerful instrumentality for 
creating the mass psychology which 
nourishes the roots of prosperity. 

lf boards of directors have demanded 
a restriction of advertising expendi- 
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tures, it is largely because of the in- 
efficient manner in which appropria- 
tions have been used. Undeniably, 
most banks have spent too much for 
advertising. Seldom can anyone point 
convincingly in a board meeting to 
tangible, definite results as justifica- 
tion for expenditures. That does not 
condemn advertising in principle, nor 
does it prove that it is a device to be 
indulgently countenanced only when 
business is good. 

Times of stress show up the efficacy 
of previous advertising _ policies, 
methods, and particularly copy. How 








This is the first of two articles by 
Mr. Blodgett on “The Challenge of 
This Decade.” The second will 
discuss methods and media adapted to 
promoting the objectives indicated in 
the first. 
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Harvey Blodgett Company, New York. 
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© fre Challenge of This Decade 


By Harvey Blodgett 


depositors and borrowers come 
through such times depends 
much on the educative influ- 
ence the bank has had on them 
in previous years. If a large 
portion of a bank’s advertising 
is not directed toward guiding 
depositors in organizing their 
finances soundly, the bank may 
as well revert to the obsolete 
standing card in the newspaper. 
When I said “most banks spend 
too much for advertising,” I 
meant the “too much” that is 
thrown away on pointless, ex- 
perimental, illchosen ventures, 
and on measures that are not 
co-ordinated in a well con- 
ceived plan or pattern. 


URING the present decade 

the nation’s financial institu- 
tions will expend half a billion 
dollars for advertising and new 
business. I aver that half that 
sum, expended with due regard 
for fundamental principles, will 
produce infinitely greater results 
than hitherto obtained. If the 
banks with one accord should 
determine those principles, once 
for all, and then organize their 
procedure in conformity with 
them, a profound influence would be 
exerted in restoring prosperity, and 
in mitigating the effects of the next 
depression. 

Is it not strange that, although so 
many experts have given advice from 
the convention rostrum, and in the 
press on establishing bank profits on a 
sound basis, the talk has largely been 
generalities? There has been no 
crystallization of a code of principles 
on which to concentrate and evolve a 
course of action by which the financial 
advertising dollar can be made more 
effective. No line has been marked to 
which to hew. At the conclusion of 
these articles I shall offer such a code, 
but it is necessary, first, to determine 
exactly what needs to be achieved. 

Before the Empire State Building, 
the tallest structure ever created by the 
hand of man, could be started, it was 
necessary to strip the old Waldorf- 
Astoria of its once magnificent furnish- 
ings. Many of them were sold under 
the hammer and carted away. Some 
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of the costly but outmoded ornamenta- 
tion was hauled out and dumped into 
the sea. When the building itself, 
once considered a model of archi- 
tecture, was destroyed, the debris had 
to be removed to make room for a 
greater, deeper excavation for a new 
foundation. This great enterprise 
from start to finish was all diagrammed 
and blueprinted, and _ specifications 
were written, even before the destroyer 
laid a hand upon the structure ven- 
erated with sacred memories. 

I submit that there is some dis- 
mantling to do, some debris to clear 
away, deeper foundations to be laid, 
new principles to be evolved, new 
plans to be drawn for keeping banks 
in their proper place as guardians of 
the nation’s wealth and pace makers 
to goals of achievement. Whether 
the prosperity ahead will be laid on a 
deeper, more enduring foundation, 
and will rise to greater heights, as the 
optimists predict, depends largely, not 
on what is done after business has 
righted itself, but on the contribution 
which banks make toward developing 
the mass psychology which, in itself, 
constitutes the real underpinning of 
prosperity. 

In these articles I attempt to mar- 
shall some pressing problems, as well 
as opportunities for profit—to herd 
them together, so to speak, where we 
_ can see them as they exist in combina- 
tion; for random talk about isolated 
problems cannot result in a_ well 
joined pattern for handling them all; 
nor can it evolve a code of principles 
as a basis of procedure. 

There has been enough of negative 
discussion, emphasizing ills, deploring 
conditions. What we want to know 
is how to build up profits henceforth. 
I offer the answer in the form of a 
prophecy. 


BANKS will function more purpose- 

fully than heretofore in helping in- 
dividuals plan their economic lives. 
They will exert a broader influence in 
guiding business concerns in the forma- 
tion of sound policies. Insofar as their 
officers have personal contacts, they 
are doing these things now. Through 
the printed word—of a kind that is 


different—they will multiply these 
contacts by thousands, and work 
transformations in countless human 
lives. 


Changing times call for new ideas. 
Old signs and symbols do not arrest 
the thought of people who are still 
dazzled by this new world they have 
inherited —a radio world which has 
plunged the piano, the cottage organ 
and the phonograph into a battle for 
existence; a talking picture world 
which is teaching the masses new 
forms of speech; television just around 
the corner, which will stage drama 
visibly and audibly in living rooms; a 


world full of novelty and new diver- 
sions which fill with wonderment those 
who distinctly remember the simpler 
amusements and customs of a short 
decade ago. Countless inventions 
near at hand will revolutionize further 
every phase of human life. Said 
Raymond Willoughby, of the Nation’s 
Business staff, “the American people 
have a new attitude toward life and 
the apparatus with which it is lived.” 
Can the bank advertiser stand still 
in his tracks and say, “‘I do not choose 
to change?” 

Is there anything new in banking, 
and in the process of success building 
which opens opportunities for more 
profitable relations with the public? 
Much. Competitors for the depos- 
itors’ dollar have discovered these 
opportunities. 


ONE has as its basis objective saving, 

contrasted with the threadbare 
of saving-for-savings-sake. What theme 
do banks offer by way of definite goals 
with plans for helping the depositor 
to reach them? Nothing is more 
certain than that objective saving 
will become the backlog of thrift pro- 
motion. Banks will work out long- 
visioned, concrete life plans, in forms 
easy to lay hold upon. These plans 
will call for definite commitments 
designed to bring the success-seeker 
to a projected goal at a pre-determined 
time. Feeble attempts have been 
made in this direction but they are 
designed to do little more than start 
the saver on his way. 

It is a reflection on the acumen of 
bankers that overwhelming numbers 
regard the savings account as merely 
a medium for starting a _ fortune. 
Relatively few contemplate adhering 
to the savings account as the center of 
a life plan. Large numbers look else- 
where for ways and means for carrying 
on to higher goals. The great majority 
do not actually know how to go about 
constructing a safe and practical in- 
vestment program; hence the blind 
sacrifice of vast amounts in unfortu- 
nate enterprises. 

The person who has envisioned a 
definite goal and who has made plans 
and commitments for achieving it will 
be a more valuable and dependable 
depositor than one who opens an 
account on impulse, or to get a pre- 
mium, and deposits irregularly and 
withdraws as fancy strikes him. Banks 
work too hard, spend too much to get 
and maintain accounts which have no 
financial health, no _ constitutional 
gumption to keep ambition alive. 

Another major development, already 
launched by competitors, and which 
will come to full fruition in the present 
decade, is establishing the prime 
motive of creating income —building 
capital and preserving its integrity for 
the main purpose of providing a 


THE BURROUGHS 


dependable life income. That idea 
will have a profound influence in 
stabilizing accumulations by consecrat- 
ing them to a worthy purpose. 


wiat do people want most? More 

income, so that they may enjoy 
richer lives. Savings accounts are un- 
stable when their owners regard balances 
as spending money. Why should not 
banks organize plans by which they 
can direct their depositors to the thing 
they want most? The saver with a 
determined purpose to establish a 
secondary income will go a long way 
with his bank if the bank is prepared 
to go along with him. It is high time 
to stop preaching that the savings 
account transcends every other method. 
It is not wholly true. Many agencies, 
some of them of high repute, are offer- 
ing substitutes for a savings account 
which appeal to the masses. Funds 
in a savings account, so easily drawn 
upon, are subject to too many tempta- 
tions which discourage permanent 
adherence to that method. Witness, 
the enormous turnover of savings 
accounts. 

If this country is to be gradually 
elbowed out of foreign markets, clearly 
the job ahead is to increase con- 
sumption at home. That means in- 
creasing the buying power of the 
masses. Persons with income from 
surplus assuredly have more constant 
and greater buying power than those 
who alternate between feast and 
famine. And so the income idea is 
destined to loom large in bank 
service. 

In the future banks will take a 
larger part in the distribution of secu- 
rities. They will do it for profit as 
well as in self-defense. Their depos- 
itors are bound to seek outlets for their 
savings at higher than bank rates. 
Many bankers do not relish the idea of 
advising depositors specifically what 
securities to buy. The safekeeping and 
management of securities also have 
their drawbacks, yet bankers know 
how great are the chances of loss of 
principal when the average depositor 
relies on his own judgment and 
facilities. 

Methods which avoid these draw- 
backs will be developed through which 
the depositor, besides saving at his 
bank, will buy safe investments through 
it, leave them in the bank’s care, 
paying a small fee for the service, and 
thus make his bank the scene of his 
entire program of building a surplus 
to produce an independent income. 

Diversification being a cardinal prin- 
ciple of safe investing, a privilege 
denied investors of small means, banks 
will put themselves in position to sell 
participations in trusteed securities, 
in denominations as low as $100. That 
does not imply that individual banks 
will establish such funds. They will 
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buy participations at wholesale from 
sources of established reliability. 

With these investment facilities 
available at his own bank, the depos- 
itor will be less likely to be tempted by 
purveyors of fraudulent or speculative 
stocks. The small investor with $100 
can own investments with risks dis- 
tributed among a large list of high 
class securities. He will be relieved 
also of the technical details of invest- 
ment management. He will have 
facilities equal to those enjoyed by 
wealthy investors. Bankers who are 
reluctant to recommend investments, 
or buy them for the account of depos- 
itors, will be relieved under this plan 
of the necessity of analysis and pur- 
chase of innumerable issues, and also 
of watching developments concerning 
each one, bought for account of cus- 
tomers. 

Building liquid business reserves is 
another idea that will have a promi- 
nent place in bank business promo- 
tion. The business concerns and in- 
dividuals who have weathered finan- 
cial depressions are those who had 
created liquid reserves. Those whose 
reserves were frozen in plant, buildings 
and unmarketable merchandise or 
investments had limited credit re- 
sources to fall back upon. In the past 
there has been little in bank newspaper 
and direct-mail advertising to suggest 
the why and how of creating reserves. 
What little there has been was directed 
to small-calibre depositors. It requires 
no stretch of imagination to see how 
much more strongly entrenched bank- 
ing and business will be if forehanded 
preparation is made for the next de- 
pression. This theme will loom large 
in the bank promotion of the decade 
on which we have entered. 

It is but a step from liquid reserves 
to credit. The uniformed use of credit 
has led to endless losses. When mer- 
chants suffer through over-extension 
of credit, the losses often are passed 
on to banks. There will be more 
education, not only of the masses but 





of commercial borrowers, on this vital 
subject. The next depression will 
find banks overloaded with money and 
with limited demand; at the same time 
there will be vast potential credit out- 
lets untapped. This subject has been 
handled in a gingerly fashion by banks. 
Inasmuch as profits are largely made 
through the extension of credit, it 
would seem logical to give the public a 
broader knowledge of the whole sub- 
ject. It is too little understood be- 
cause banks generally have limited 
instruction on credit fundamentals to 
those who apply for loans. 


AS one of the most practical measures 

for increasing bank profits, build- 
ing business from within will command 
at least three-fourths of the effort, as 
well as of the advertising appropria- 
tion. Frequent contacts will be made 
with patrons of every department 
with a view to extending their relation- 
ships to other departments. This is 
universally conceded but relatively 
few banks have put the idea into pur- 
poseful practice. Fact-finding surveys 
will be made to ascertain the poten- 
tialities of every account. Patrons of 
modest means will be guided in develop- 
ing their resources. Those of some 
financial stature will be continuously 
informed of various unused services 
which await them. Banks will no 
longer be content with a small share 
of depositors’ financial business; nor 
will they concentrate a greater part of 
their energies on enlisting new ac- 
counts. It is amazing that the idea 
still generally prevails that the way 
to increase profits is to increase the 
number of accounts. It is fully recog- 
nized that the majority of accounts 


must go through a long process of ' 


development after they are acquired; 
and that a small proportion of new 
accounts ever come to a _ profitable 
status when no steps are taken to 
develop them. The greatest drain on 


bank profits is the large number of 
small-caliber accounts which banks 
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entertain —even acquire at heavy cost. 
The signs point to more selectivity in 
inviting accounts and energetic meas- 
ures to improve the status of those on 
the books. 

I should say that the predominant 
idea in bank promotion will be, hence- 
forth, increasing the average profit per 
depositor. In the process of developing 
the status of accounts, the stop-loss 
service charge —at best only a tempo- 
rary expedient—will automatically 
yield under ministrations which will 
make depositors financially efficient. 
Depositors will be educated to carry 
larger balances, not that they may 
avoid a small monthly penalty, nor 
because it is the price of the service 
they receive, but as a means of creating 
opportunities for themselves. 

A summation of the foregoing may 
well be prefaced by quoting Robert P. 
Brewer, vice-president of the Chatham 
Phenix National Bank & Trust Com- 
pany, who said in a public address, 
“Every family and every business 
needs to think hereafter in terms of 
permanent financial progress.” What 
better objective can dictate the bank 
advertising policies of this decade? 

Now let us bring together in a single 
paragraph the main lines of endeavor 
which call for new policies and methods: 
(1) Banks will, of necessity, take a 
larger part than heretofore in helping 
individuals to plan their economic lives 
and achieve financial independence. 
(2) Objective saving will become the 
dominant note in thrift promotion. 
(3) The building of income capital will 
be brought to the fore and kept there, 
(4) Banks will find a way to hold their 
customers by becoming distributors 
of securities in more practical and 
less laborious ways than _ heretofore. 
(5) The subject of creating liquid 
business and personal reserves will 
assume an important place in the 
promotional program. (6) Credit, the 
bank’s chief stock in trade, will be 
made plain in all its aspects. (7) 
Vigorous policies for the development 


(Continued on page 42) 
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(\fficiency Plus 


cy Allard A. Calkins 


Vice-president and Trust Officer, Pacific National Bank, San Francisco 


NCE upon a time there was a Trust Officer. 

He was a very nice man; hard working, 

honest, human, and smart. He drew a 
great many Trusts for a great many people and a 
great many firms and corporations. He was never 
known to do an unkind thing or a cruel deed or to 
play a mean trick. After many, many years had 
passed, he felt he had mastered all the tricks of the 
trade and he had—but once he almost admitted he 
was stumped. 


One day, after the many, many years had passed, 
a customer called on the Trust Officer to draw a 
Trust in which there were fifty-seven varieties of 
beneficiaries whose varying benefits were contingent 
on fifty-seven eventualities so set out that the sum 
total of distributive possibilities under the Trust 
was the square of fifty-seven, or, to state the square 
(paradoxically enough) in round numbers, the 
possibilities resulting were thirty-two hundred and 
forty-nine. Allof these the Trust Officer worked out, 
clearly and neatly, but they nearly got him down. 


When the Trustor called to read the document, 
the Trust Officer kindly and patiently and gently 
went over all the points of the Trust and found it 
to be to the complete satisfaction of the Trustor 
who took his gold fountain pen out of his pocket and 
signed. The Trust Officer took the paper from him, 
folded it, called for a messenger, and sent the Trust 
away to the Vaults. Then he smiled sweetly on the 
Trustor, picked a sharp envelope opener from his 
desk and, without so much as a “May I, please,” 
stuck the Trustor neatly and effectively through 
the heart. Obliging, the Trustor fell to the floor of 
the Trust Officer's very beautiful office, spurted a 
few ounces of red blood on the Trust Officer's very 
beautiful oriental rug, kicked his heels two or three 
times, and put the Trust into operation. 


After a while a couple of Cops came and led the 
Trust Officer away. He was still smiling. When 
they asked him why he did it, he answered, gently, 
“It was such a Hell of a good Trust, I wanted to see 
how it worked.” 
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ur Plethora of Stockholders 


Few Shareholders Are Interested in the 
Bank Beyond the Direct Dividend Return 


r AHERE probably was never a 
bank organized that the promoter 
did not endeavor to pick out cer- 
tain key men of wealth and influence 
in the community who, presumably, 
would be of value in starting the bank 
off with a goodly line of deposits, and 
whose influence would be helpful in 
bringing new business to the bank. 

This procedure has been particularly 
prominent in more recent years under 
present modern banking methods, and 
especially so in communities where 
there were already one or more banks 
in existence. 

Some years ago, banks bought busi- 
ness at a tremendous cost, in many 
instances, by over-financing individuals, 
who, the management of the bank 
fondly thought, would be helpful in 
directing new business to the bank. 

On account of more strict supervision 
and more sanity on the part of directing 
officers of banks of recent years, busi- 
ness is not built up by such costly 
methods. 

As time goes on, more and more are 


cBy C. F. Hamsher 


President, First National Bank, Los Gatos, 
California 


bankers, especially in rural communi- 
ties, finding it a fallacy to have a large 
list of stockholders. 

Originally it was thought wise to 
scatter the bank stock among the 
public, in the belief that the share- 
holder who owned five or ten shares of 
stock would just everlastingly work his 
fingers off to bring new depositors to 
the new bank. 

However, it has frequently been 
found that these small stockholders are 
practically worthless as business get- 
ters. Unfortunately, it has also been 
found that directors of rural banks are 
often about as poor business getters as 
the stockholders. 

Many acting managing officers have 
found that as soon as the new bank 
gets well started, it is just as well to 
buy in the scattered shares and con- 
centrate them in the hands of the active 


officers and those directors who do 
show an inclination to bring some 
business to the bank. 

Unfortunately, in too many small 
banks the majority of the stock is not 
controlled by the managing officers. 
If it had been during the days of 
strenuous competition during and after 
the 


war, perhaps many executives 
would have been more careful in 
lending. It seems to be human nature 


for a man to be just a little more 
-areful where the possibility of a loss 
would have an effect upon his own 
investment. 

A business associate of my father 
once remarked that he would not own 
shares in any corporation in which the 
active managers did not own the 
majority of stock, for if they did own 
the majority, they were more careful 
in administration than they would be 
if they owned the minority of stock 
and were working mainly for salary. 

In an annual meeting of a country 
bank, an elderly spinster arose after 
the presentation of the annual report 











Scenery — not aktoriginal America, but the dormitory of a boys’ school in the Santa Cruz Mountains, four miles from Los Gatos 
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by the president, who was also the 
majority stockholder, and said: “It 
does not seem fair that you should own 
the controlling interest in the stock, 
for you can do anything you want in 
the bank.” 

“That statement is not correct,” was 
the answer, “for you must remember 
that the board of directors is presumed 
to supervise the administration of the 
officers, and I am subject to their 
direction. 

“When I am controlling the affairs 
of the bank, naturally I shall endeavor 
to see that the bank makes a 
profit. When it makes a profit 
which enhances the value of my 
shares, your stock also reaps a 
proportionate return. On the 
other hand, if I make an in- 
vestment that proves a _ loss, 
my loss is much greater pro- 
portionately than is yours. 
Therefore, you will probably 
find that your stock is in a safer 
position because I do own a 
majority of the stock, than if I 
only had a few shares and 
were working for salary alone.” 

She concluded that her stock, 
under the circumstances, was 
better protected with the pres- 
ident owning the majority. 

The stockholder who makes 
an investment in stock solely 
_ for the dividend which he hopes 
to receive, is a poor asset, and 
the sooner the stock is purchased 
by others who are more largely 
financially interested, the better 
for the bank. 

Again, when an_ individual 
becomes a stockholder with the 
thought in mind that the stock 
is to have a quick rise in 
market value and he will be 
able to sell it at a profit again, 
he is of little worth to the bank. 

The wide distribution of the 
stock of a corporation was 
looked upon a few years ago as 
a very desirable feature, especially by 
public utility companies, for as a rule, 
stockholders are presumed to be sym- 
pathetic to any action, adverse or 
otherwise, which will affect their 
holdings. There is likely to be less 
political legislation adverse to public 
utility companies where stock owner- 
ship is widespread, and public opinion 
would be less likely to support adverse 
legislation. 


HOWEVER, ownership in bank 

stocks seems to be in a class dif- 
erent from ownership in public utili- 
ties and industrials. 

Especially is this true if the stock is 
held by the ignorant who are unfamiliar 
with the causes which lead to the rise 
and fall of market prices and who are 
easily perturbed when the market goes 
contrarily to their hopes. 


The weakness of wide distribution of 
bank stocks has been shown the last 
two years in several notable instances. 

In California we have several banks 
or holding companies controlling branch 
banks, with wide distribution of stock 
among thousands of people. One of 


these holding companies boasts of 
stockholders numbering more than a 
quarter of a million. 

As long as the market was going up, 
these stockholders were enthusiastic, 
and while many of them did not do 
their banking business entirely, nor, in 
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many cases, even in part with the 
branch bank, they were pleased with 
the trend of their investment. 

However, when the first break in the 
market for this type of security came 
in June, 1929, confidence was shaken 
on the part of a great many, and as is 
always the case where an investor buys 
stock in the hope of quick profit, many 
of them became panic stricken and 
dumped their stock on the market. 

In fact, so widespread was the fear 
that a number of the ignorant drew 
their funds from the bank in which 
they held stock, and probably most 
independent bankers were asked, by 
needlessly excited individuals, whether 
the branch banks were safe. Be it said 
to the credit of these independents 
that, probably uniformly, they in- 
formed the inquirer that the decline in 
stock prices did not affect the solidity 
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of the bank, and that there was no 
ground for loss of confidence. Many 
independent banks refused to accept a 
transfer of accounts from some of the 
branch banks during the exciting days 
of June, 1929, and November, 1930, 
whenever they had any reason to 
believe that the urge to transfer was 
due to distrust of the solidity of the 
branch banks. 

Many plans have been attempted to 
induce stockholders to work for the 
institutions in which they have a part 
ownership. Printed folders, circulars, 
duplicate letters and personal 
letters sent out at monthly, 
semi-annual or dividend periods, 
telling of the progress of the 
bank and suggesting ways of 
getting new business for the 
bank, have been tried. As a 
supplement to employees’ con- 
tests for new business, prizes 
have been offered to stock- 
holders to whom could be traced 
the greatest amount of new 
business secured during the year. 


NE bank, for a number of 

years, very successfully 
carried on a plan of holding its 
annual meeting as a luncheon 
meeting or an evening dinner 
meeting at one of the local 
hotels. A good meal was al- 
ways served, with some musical 
entertainment, and on a number 
of occasions an outside speaker 
was invited to address the share- 
holders on their privileges as 
partners in the organization. 
After the meal, tollowing the 


report of the president, the 
annual stockholders’ meeting 
was held. 


The bank that adopted this 
plan, did not limit attendance 
at the dinner strictly to those 
in whose name the stock cer- 
tificate was actually registered, 
but the male shareholder was 
privileged to bring his wife, the theory 
being that, considering the feminine 
reputation for broadcasting, she could 
be of some material value. Of course 
the presiding officer, in his report, was 
careful not to lay emphasis on any 
questionable condition which might 
harm the institution, were it given 
publicity. Eventually, the bank dis- 
continued the plan, because it found 
that a number of the shareholders 
simply assumed that the dinner and 
the entertainment were additional per- 
quisites to the dividend check. These 
were the type of shareholder who held 
stock solely for what he could get out 
of it, and to whom no new business 
could be traced. 

Managing officers are primarily em- 
ployed to handle the routine work, and 
are paid a salary therefor. Stock- 


holders should be the business getters, 


(Continued on page 34) 
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GRICULTURE is often referred 
A to as the backbone of Canadian 
prosperity. Much depends upon 
the western crop. When the harvest is 
good, there are good times all around. 
When the farmer has money to spend, 
everyone is happy. ‘Truly, indeed, 
much depends upon the farmer —both 
in politics and in business. 

It is only natural, therefore, that 
since agriculture plays so large a part 
and wields such influence upon the 
business life of the Dominion, the 
banks which draw a large share of their 
business from the farmer should culti- 
vate his friendship in more ways than 
one. He is a man to be encouraged, 
but not spoiled; to be helped but not 
patronized; to be sympathized with, 
but not always to be agreed with in his 
grievances. There are few banks, if 
any, that have not a farming pro- 
gram of some sort in their advertising 
or publicity work. 

Before passing on to tell you what 
the Royal Bank has done and is doing 
for the farmer, let me tarry for a 
moment to recount how important the 
western wheat crop is in the matter of 
financing. 

Special provision is made in the 
Canadian Bank Act whereby Canadian 
banks are empowered, at harvesting 


By C. P. C. Downman 


The Royal Bank of Canada, 
Montreal 


and crop moving time, between the 
months of September and February, to 
increase their circulation of notes for 
payment to the farmer, who must 
receive cash, 15 per cent of their paid- 
up capital and reserve, without the 
usual and necessary redemption cover- 
age in the government gold reserves. 
This is, of course, purely a temporary 
measure, designed to give the farmer 
cash for his crop. This increase in 
circulation is deflated and placed on a 
normal basis immediately afterwards. 

Advertising to the farmer through 
country newspapers and the farm press 
is an important feature of our general 
advertising program. It occupies a 
definite place in every yearly schedule. 
He must be sold a safety deposit box; 
we want to handle the collection of his 
sales notes; we are ready to make him 
loans against his crop or live stock — 
this phase is very carefully handled 
and the soft pedal is applied; banking 
by mail is a strong feature in farm 
advertising; money orders can be sold, 
for who else is such a prolific purchaser 
from the mail order catalogues as the 
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~ A Hand for Canadian Farmers 


farmer and his family? Then there is 
certain educational copy. He is en- 
couraged to adopt mixed or diversified 
farming —some call it balanced farm- 
ing; the proper rotation of crops, the 
special care in the breeding of live 
stock; the poultry and egg money of 
the farmer’s wife should open a savings 
account; his creamery check should be 
deposited regularly. Quite an ex- 
tensive program of farm appeals can 
be used in one’s advertising. 

Neither is the farmer neglected when 
it comes to direct mail material. He is 
encouraged to keep proper and system- 
atic accounts, hence the need for a 
simple yet effective Farmer’s Account 
Book; a little pocket memorandum 
book in which to enter his milk ship- 
ments; banking-by-mail forms with 
deposit slip and all instructions at- 
tached; a series of farm talks written 
by experts from some of the numerous 
agricultural colleges, all very helpful 
to the progressive farmer —‘‘Feeding 
and Better Live Stock,” ““Water Sys- 
tems for the Farm Home,” ““The Farm 
Poultry Flock,” etc. Blotters and so 
forth aplenty. No, the farmer is by no 
means neglected when it comes to bank 
advertising in Canada. 

But here we have enumerated a 
number of things we do for him from a 
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purely selfish point of view, hoping to 
get something in return —his business 
—but there is still another side, an 
altruistic side, in which we ask only for 
his good will. This is definite en- 
couragement, tangible appreciation. 

For years now the bank has mani- 
fested its interest in agriculture and in 
the numerous agricultural fairs which 
take place all over the country in the 
summer and fall of the year. Medals, 
cups and shields have been donated by 
the hundreds. It is as definite a part 
of our farm program as any scheduled 
advertising. Royal Bank cups, medals 
and shields are competed for in every 
province in the Dominion. 


EARS ago, when this idea was first 

put into effect, branches that were 
authorized to donate a medal or a cup 
for some event at a local farm fair, 
were permitted to purchase the requi- 
site trophy from a local jeweler. This 
proved unsatisfactory, as the demand 
for these trophies grew, and so a special 
medal was designed and copyrighted 
and struck off in silver and bronze. The 
medal found favor wherever it was 
introduced. The design on the face of 
the medal is the outline of the crest of 
the bank with a blank space left in the 
center for whatever local engraving is 
required, while on the reverse side is a 
design embracing the various activities 
of the farm, which rendered it suitable 
‘ for almost any class of competition in 
which agriculture entered. Each medal 
is, of course, accompanied by a pres- 
entation case. 

These medals, ever since their intro- 
duction some fifteen years ago, have 
been confined to the central West and 
today have been superseded as prizes, 


in events of major importance, by 
silver cups. The medals, however, are 
still just as acceptable as ever, but 
today are donated mainly for junior 
events and children’s competitions. 

Something over one hundred silver 
cups are donated every year. These 
are requisitioned by branches when 
making their application for authoriza- 
tion to make the donation. The name 
of the fair or agricultural association, 
together with the title of the event, is 
also embodied in the application form. 
The cups are held by the manufacturers 
and are shipped on the instructions of 
the advertising department of Head 
Office. Each branch is debited with 
the cost of the cup plus the engraving. 

These cups are made in two sizes, 
the large cup being the trophy proper, 
and while competed for each year, 
must be won by the same competitor 
three times, not necessarily in suc- 
cession, before becoming his property. 
Each year, however, the winner is pre- 
sented with a miniature cup outright. 
On the base of the large cup is affixed, 
each year, a small silver shield, which 
bears the winner’s name. 

The popularity of these cups all 
through the country is evidenced by 
the fact that each year the demand for 
them is increasing. 

In practically all cases, cups are 
donated specifically for cattle classes. 
True, however, there are some of the 
bank’s trophies, some of the larger, 
more handsome and more expensive 
that are donated for wheat and other 
classes. For instance, we have what 
we call the International Ploughing 
Match Shield, which is a_ perpetual 
trophy donated to the International 
Ploughing Match, which is held every 
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year at some point in Ontario under 
the auspices of the Ontario Plough- 
men’s Association. Then there is a 
Royal Bank Cup donated each year for 
the International Grain Show at the 
Provincial Exhibition at Regina, an- 
other cup is presented for the best 
sample of wheat grown in Alberta and 
is presented each year at the Calgary 
Exhibition. 

The bank also sponsors a special 
money prize in Hamilton each year, 
which permits the winner to take a 
trip to the Stock Yards in Chicago. 
A handsome cup is also offered by the 
bank at the Royal Winter Fair held 
in Ottawa. 

Reverting for a moment to the 
question of children’s prizes, where 
medals are not given, branches are 
authorized to donate a savings bank 
pass book with a $10 deposit for the 
first prize and a $5 deposit for the 
second. 


"THE publicity value of these dona- 

tions is, naturally, not lost sight of. 
When a branch orders a cup, it is auto- 
matically supplied with a newspaper 
zinc of the cup or cups, with instruc- 
tions to get a story in the local news- 
paper. Arrangements are also made 
by the branch with a local jeweler to 
display the cup in his window for some 
time previous to the holding of the 
local fair, for which a special display 
card is mailed to the branch from the 
advertising department. 

Without a doubt, these tokens of 
interest on the part of the bank have 
done much, more, perhaps, than we 
realize, to gain and hold the good will 
of the Canadian farmers and their 
families. 


© The Mortgage Illegally Assumed 


HE cashier of a South Dakota 

bank was doing some real estate 

business “on the side,” bought 
land from A, paid $1,000 in cash, 
assumed a mortgage of $3,000 on the 
property, and gave A a mortgage on 
the same property for $5,000. 

Then the cashier transferred the 
same property to his ewn bank by a 
deed stating that the bank assumed 
the two mortgages. The mortgages 
were not paid, and A sued the bank 
personally on the mortgages which it 
had assumed. 

“The North Dakota law provides 
that ‘No bank shall as principal employ 
its money or other of its assets, directly 
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or indirectly, in trade or commerce, 
nor employ or invest any of its assets 
or funds in the stock of any corpora- 
tion, bank, partnership, firm or asso- 
ciation, nor shall it invest any of its 
assets in speculative margins of stocks, 
bonds, grain, provisions, produce or 
other commodities, except that it 
shall be lawful for banks to make 
advances for grain or other products 
in store or in transit to market.’ The 
agreement to assume the mortgages 
was, therefore, contrary to law, and 
cannot be enforced,’ the bank con- 
tended, and the North Dakota 
Supreme Court so decided in 204 
N. W. 843. 


“These statutes were intended 
primarily for the protection of depos- 
itors. Experience has demonstrated 
the necessity of such regulatory meas- 
ures. If a bank may employ all of its 
assets in the purchase of real estate 
and does so, it will hardly be in position 
to meet its obligations to its depositors. 
In order to give these regulatory 
measures force, the Legislature had 
imposed a penalty both upon the 
banks, and upon the officers of banks, 
who violate them. And _ contracts 


made in violation of these statutory 
provisions are not merely ultra vires, 
but unlawful and void,’ the court 
said. 
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"Cp Jho is Scotching the Wheels? 


High Rate Bankers Whose Idle Money Prolongs 
Industrial Idleness and Its Many Attendant Evils 


HIS inquiry comes naturally to 

a waiting world, standing with 

shaded eyes looking up the com- 
mercial highway, for return of the 
normal-business van. 

In the assembly is a host of dis- 
credited ones — prophets and prognosti- 
cators, analysts and theorists who 
have shot their bows, wide of the 
mark! 

Who, then, is scotching the wheels? 

It is a fair question, and one to 
which answers can flock, as birds from 
a field. 

Ask the banker, and he is ready with 
many theories—most of them sound 
and well based. He will refer to the 
tariff, to over-production, to the big 
stock boom collapse, to the reactions of 
promotions and extravagances in past 
years, and to many outstanding even- 
tualities that undoubtedly have bear- 
ing. 

He will refer, with special emphasis, 
to these things — but does not attribute 
any deterring factor to the banks. 

In fact, he will felicitate for the 
wonderful “housecleaning” that has 
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Assistant Cashier, Fifth Third Union Trust 
Company, Cincinnati, and Chairman Bank- 
ing Committee, Ohio Valley Shippers’ 
Advisory Board 


taken place in banks of the present 
hour; will tell you how strong they are, 
how well prepared to support business 
on its return, will show you his own 
good statement, etc., but — 

Follow back into his private office 
and expectantly put before him, as one 
of his customers, your seasonal require- 
ments of usual characteristics, and 
observe his changed complex as, with 
extended finger, his cadence takes the 
rhythm of pessimism! 


ISTEN to his talk of “fluid assets’ 
and how, under the changed order of 
things, he feels it his duty to his cus- 
tomers to advise them to proceed 
slowly and cautiously “‘until business 
gets back on a solid basis.” 
He doesn’t exactly turn his customer 
down, but scares him down!—or at 


least adds another member to the 
‘“‘waiting list’’; waiting for the van to 
come over the hill. 

And in turn, what does that cus- 
tomer do but go back to his shop, store, 
factory or farm, his brow wrinkled, his 
fingers beating a tattoo on desk or 
counter, and his conversation ready to 
spread tones of pessimism to the next 
caller? 

Let us examine further into what the 
banker is doing to scotch the wheels of 
returning activity. 

Take this matter of interest allow- 
ance on time certificates of deposit, 
savings accounts, deposits of public 
funds, etc. While there has been for 
some time past and is still under way — 
with accelerated speed —a revision of 
all rates downward, it remains an 
appalling fact that the rank and file, 
of small banks at least, are continuing 
to hold to the old terms of excessive 
allowance; running as high, and in 
some instances higher, than 4 per cent 
on such funds. 

They are not only doing this, but 
are advertising such terms, for the 
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acquirement and retention of these 
loss-yielding deposits. 

It is pertinent to ask, therefore, what 
the banker is doing with this high cost 
money when he gets it. If he employs 
it in the purchase of government or 
other high grade marketable securities 
of dependable character that can be 
quickly converted into cash as demands 
come against him, he will find that 
such securities now bring him a return 
of only 3 per cent or less —and, in the 
language of Andy, “mostly less.” 

In addition, he is assuming responsi- 
bility and handling cost of the deposit 
—clerk hire, books, bookkeeping, sig- 
nature and record cards, postage and 
other incidental expense which, in 
analysis, must be applied to the rate 
he is paying. 

On the other hand, if he invests the 
funds in unmarketable securities to get 
advantage of greater interest yield, he 
is facing the picture that reflects the 
misfortune of many banks that stubbed 
their toes this way in the recent past. 

“But,” you ask, “how is all this 
scotching the wheels of business re- 
covery? If the bank is willing and 
able to pay high interest, how does 
this retard business?” 

The answer is given by pointing you 
to the rows of unemployed sitting on 
our park benches —to smokeless stacks 
of many factories—to undeveloped 
- fields and farms. 

The depositors of these high interest 
funds are readers of the news, the same 
as the rest of mankind. Before coming 
to the banker, very likely thay had 
been contemplating an investment in 
securities, or the employment of the 
money in some industrial way. When, 
however, they hear the banker talk 
“caution” and see choice securities 
yielding around three and their bank 
allowing four or better—with many 
willing to compound at those rates — 
they are easy converts to the banker’s 
injunction to “‘go slow until things 
settle down,” and find it very nice to 
leave the banker to “hold the bag.” 

Many bankers say, “Oh, we know 
we are paying too much interest upon 


deposits —but we are forced to do this, 
in meeting competition. We want to 
hold our business. The other bank 
across the way pays 4 per cent, and 
would be glad to take deposits away 
from us at that rate.” 

Well, let’s see how this would work 
out. 

Suppose, Mr. Banker, you step away 
from your side of the desk and become 
the depositor, on the other side. You 
are in touch with affairs, know that 
money is ruling at the lowest rates in 
history, and you have entered your 
bank for renewal of a 4 per cent Cer- 
tificate of Deposit. 

The banker tells you he cannot renew 
at the old rate and can only pay 3 per 
cent. He “lays the cards on the table” 
and shows you substantial economic 
reasons why. You, being a shrewd 
trader, argue the question, and finally 
tell him how often the other bank has 
solicited you, and is still allowing 4 
per cent. You tell him that “business 
is business” with you, and that you 
will have to move your account unless 
he is willing to meet competition. 


HE banker stands firm—says he 

would prefer to pay you the money. 
You withdraw it, take it across the 
street, are enthusiastically welcomed, 
and you leave the bank with a new 
certificate, neatly drawn at the old 
terms, 4 per cent. 

Human nature being the same the 
world over, in all fairness you are asked, 
“what are your mental reflections and 
reactions as you wend your way home?” 

Do you not know that your old bank 
has stepped up in your confidence and 
esteem, and that you are pondering, 
with a_ slight suspicion of doubt, 
whether you followed the wise course? 

Down in your heart you know your 
judgment was poor! 

And what is the result as between 
these two competing banks? 

Simply that the old bank has profited 
in two ways. It has rid itself of a losing 
contract, and at the same time in- 
herited greater confidence from its 
former customer. Ten to one this will 
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later show itself in the return of that 
deposit —and more. 

For the other bank, it has not only 
taken over an unprofitable deal, but in 
doing so has attained the undesirable 
distinction of selling its “‘merchandise”’ 
(service) under cost. The reader knows 
what that means, in the ordinary 
course of trade. If you feel that you 
are purchasing merchandise at a price 
below cost, you become at once sus- 
picious —either of goods or merchant. 
This reaction is only natural. 

But here is where the high rate 
banker is scotching: 

The money that he thus accumu- 
lates, while not only causing him a 
loss, is damming up and impounding 
the life current of commerce. Inactive 
money means inactive industry —it 
means unemployment and a host of 
other discomfitures. 

Force that money back upon the 
depositor and things industrial begin 
to happen. A new house is built, a 
farm bought, a business of some kind 
is started —either by the depositor or 
by someone to whom he may lend it. 

On the other hand, if the depositor, 
as is more likely, accepts the new rate, 
the bank can invest the money in the 
purchase of securities—which means 
trade —and in a degree of mind com- 
fort, in that he has stopped a loss and 
at the same time has his money placed 
where it may be immediately recalled, 
and without disturbance in his local 
field. 

Business may be counted upon to 
remain inactive and afraid to the 
extent that the bank stores up and 
hoards large surpluses of idle money, 
while the banker sounds tones of 
pessimism and holds to a suspension 
of ordinary process in service to his 
community. 

A plain duty is to let down the 
umbrella, smile into the breaking sun 
and ease the brakes by doing business 
at the “old stand” in the old way; but 
with respect to interest on deposits, 
sell your “‘merchandise” as the mer- 
chant sells his—regulating the profit 
by the cost. . 
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From an artist's drawing of the Architrave 
of the Chase National Bank 




















Twenty-five 


orld’s First Promissory Notes 


A Visit to the Chase Bank’s Collection of 
Moneys, Flashing Back to Ancient Nippur 


By Howard Wright Haines 


HOUSANDS pass through the 
entrance of the Chase National 
Bank, corner Pine and Nassau 
Streets, New York, every day without 
noticing in particular twenty-three 
huge marble blocks cut to represent 
epoch coins of the world. These adorn 
the Architrave. On a sunny morning 
not long ago I looked at that marvelous 
span of reproductions with more than 
passing fancy. They are selected as 
notable specimens, recorders of history, 
ranging from the medallic art gems of 
ancient Greece to the most recent 
United States coin type for general 
circulation —The Peace Dollar. 

“They have the original coins in- 
side,” said a gentleman, noticing my 
interest. Entering I found a miniature 
of the Architrave, displaying the origi- 
nal coins. From there an attendant 
directed me to the Chase Bank Collec- 
tion of Moneys and a few moments 
later Mr. Farran Zerbe, the Curator, a 
thinning of gray accentuating his high 
forehead and keen gray eyes, found me 
exploring among the many carefully 
arranged and labelled cases, which 
house 40,000 specimens from all na- 
tions and times —said to be the most 
representative collection of mediums 
of exchange ever brought together. 

“Judging from this enormous collec- 
tion,” I said, “the story of money must 
be a long one.” 


“True,” smiled Mr. Zerbe, “but we 
may mention some of it.” He led the 
way to the far end of the room, talking 
all the time. ‘““The money of civilized 
peoples reaches back in an unbroken 
chain for almost 3,000 years and, be- 
yond that, common mediums of ex- 
change can be traced 2,000 years or 
more.” 

We stood before a case of odd shapes 
and sizes. ‘“There are specimens here 
of metals, fabrics and commodities, 
telling the story of many peoples and 
ages. There are plugs of brick tea, 
stamped by the issuers in Russia and 
China, some notched so they may be 
broken into small change. They circu- 
late among the people of Tibet, 
Siberia and Mongolia; black strips of 
licorice-soaked tobacco made in Peters- 
burg, Virginia, and used as money in 
the South Sea Islands, where nothing 
else will buy more; the smallest coin 
made about 1800 in Southern India, 
one grain troy, of gold, value about 
four cents, but now unobtainable. 
Before 1780, for more than 200 years, 
Sweden had the largest coins. They 
were flat pieces of copper of various 
denominations from one-half daler to 
ten daler, the largest weighing about 
forty-five pounds. If we had such 
money as that now, not even small 
change would be carried and thieves 
would not bother us.” 


For more than forty years Mr. Zerbe 
has been gathering currency from the 
corners of the earth, his first collection 
piece being a French 50-centime coin, 
which came to him when he was a 
newsboy. The total collection now 
represents a one-time face value of 
billions of dollars, if consideration is 
given to the wild denominations of 
World War issue, many of which had 
but little purchasing power. 

‘*“Money originated in man’s desire 
to rival his neighbor with evidence of 
wealth, mostly in form for personal 
adornment. Hence the wampum of 
the Indians, cowries of Islanders, and 
so on. Essentials were used, among 
which we find grain and cattle. The 
word ‘pecuniary’ comes from the 
Latin word ‘Pecus,’ which means 
cattle. The Latin word for money 
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was ‘pecunia’. 


AS Mr. Zerbe speaks, it is not difficult 

to find yourself being transported 
to strange and distant places, for he is 
a teller of fascinating stories as well as 
a scientific collector. 

“Here,” he went on, referring to 
what looked like oblong biscuits covered 
with hieroglyphics, “‘are clay tablets of 
Nippur with cuneiform inscription, 
constituting early records of values. 
Similar tablets, as they have been 
deciphered, show that values were 
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measured in labor, live stock and grain. 
Note this rare one. It is cone shaped 
and much earlier than the oblong.” 

Nippur! — Ancient, God-loving 
molded from the yellow sands of the 
Syrian Desert. Our fancy carries us 
back through the centuries to that 
famous old metropolis, one hundred 
miles southeast of Bagdad, basking in 
a narrow, but verdant valley. It is 
sarly on the morning of King Nazi- 
Marrutash’s Festival day in 1272 B. C. 
celebrating the close of 200 years of 
rule by Cassite Kings. Clear waters 
in the moss-walled moats flash back 
the rays of the rising sun. For Nippur 
has risen from a settlement of adobe 
huts on the banks of the Euphrates to 
a huge city, and, in centuries past, 
canals have been cut encircling the 
Temple of Bel, wherein, it is whispered, 
resides that all-powerful deity, En-lil, 
to whom pilgrims come from many 
miles around. Fifteen hundred years 
before King Ur-Gur began a system of 
water conduits and as far back as 3800 
B. C. Sargon First laid the city walls 
of brick. 

We, sons of Jedi wanderers, in white 
sackcloth robes and turbans, with 
dirk at belt, are passing the huge 
domed Temple of Columns, on our way 
to early worship. It is some distance 
to the Temple of Bel, which stands in 
an enclosure of its own, outside the 
northern wall of the city. Built in 
tiers or terraces, it rises seven stories, 


until at the very top is the stage tower, 
where 800 years later, to the crash of 
conquering battle-music, Ashurbanipal 
is to add his famous Facade of Ziggurat. 

With clanking chains the draw- 
bridge has been lowered and in the 
midst of a group of hurrying boatmen, 
who have come up from the barges, we 
enter the cobble-stoned court. Others 
are coming up behind us. Little groups 
appear silently from narrow doorways 
and hidden streets. In this temple 
lives the King in luxury, behind silken 
curtains, attended by nobles, courtiers, 
and a small army of royal officials. 
Suddenly the din of chatter is hushed. 
A flag flutters from the tower, indicat- 
ing the hour for prayer and as the sun 
bathes the worshipers in gold, the 
voice of the priest is heard: ‘“En-lil 
hears our prayers. En-lil is the only 
God!” 

The sun has risen higher and desert 
caravans, encamped outside the city 
walls, have straggled in, clad in bright 
holiday attire, to join the dense throng. 
Dark skinned, piercing-eyed, scarlet- 
turbaned tribal chieftains, tall and 
sinewy, direct the unstrapping and un- 
packing of boxes of dates, cactus- 
candy, and pomegranates from camel 
back. Rare and tempting are these 
delicacies. And a pretty price is put 
on them by these desert folk. An evil- 
mouthed bargeman treats himself to a 
string of sweets, forgetting the be- 
draggled little woman at his heels. 
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Who cares for cost on a day like this! 
And what a strange assortment of 
humans are gathered! Rich and poor, 
old and young, weak and strong, but 
all happy, forgetting care. Here a tall 
youth talks through a barred window 
with a veiled maiden; there an old man 
with black teeth sits cross-legged, 
reaching out to touch a coiled snake as 
curious faces gather in a ring about 
him. Here an urchin’s shrill cry rises 
above the babble, “‘Lai! Lai!,’’ meaning 
*“Milk, Milk,’ as he leads two goats 
and carries a pottery bowl, which may 
be milked full upon request. Here a 
lady-in-waiting from the Temple rides 
upon an elaborate canopy drawn by 
black Persian geldings, aware of her 
admirers, as the crowd gives way on 
either side. And there a little girl 
peeps out fearfully from behind a 
doorway, yearning for the day when 
she too may become beautiful, and 
clapping her hands at the exciting 
fancy. 


O the early morning passes until 

the great sundial marks the hour as 
eleven. Shimmering heat waves rise 
and the crowds are again moving to- 
ward the Temple. Amid shouts and 
clamor the bronze doors of the palace 
are thrown open and the populace 
eddies like swirling waters into the cir- 
cular auditorium. Far below, under 
the massive human-headed bull in the 
pit, are gathered officials of the court, 











HOW WOULD YOU LIKE A CASE OF NOTES LIKE THESE ? 


— Courtesy Chase Bank Collec- 
tion of Moneys of the World 








Upper Row Left to Right: (1) Record of expenditure of one and one- 
half shekel of silver for making a dam in ‘“‘the year when Simurum and 
A cone record from Nippur, 


Lulubu for the ninth time was destroyed.”’ (2 


one of the earliest forms of preserved records. (3) Due bill tablet. 
Lower Row Left: Ancient record of account. Right: Promissory note. 
Clay tablets were the forerunners of paper money 
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the Temple Exchequer, secretaries, 
auditors, priests, active in helping their 
ruler hold sway religiously and politi- 
cally over a large portion of the lower 
Euphrates Valley. 

As one, the assembly rises. An ear- 
splitting cheer resounds and changes 
into a roar of applause. His Majesty, 
a powerful man with curled locks and 
kindly air, stands before us in robes of 
gold. In his hand is an account tablet 
of baked clay. Carefully it is ruled in 
columns. 

“Friends and countrymen,” this 
monarch is saying, “the temple 
income has increased during the 
last year. We haveenjoyed rich 
gifts. Prosperity rules.” <A 
ripple of applause runs about. 
“Our schools are progressing 
and in our library we have 
accumulated more than 30,000 
tablets for our edification and 
the use of our descendants.” 
Quickly the King turns to a 
traybearer. “Bring the loan 
records.” A mass of encased 
clay tablets is placed on the 
table before him.* ‘“‘We have 
been able, through the income 
of the Temple, to loan large 
amounts in grain and cattle and 
implements to our people. At 
any time, my countrymen, you 
may find aid here.’ In detail 
he speaks of the past and future 
plans for the commonwealth, 
and closes with a benediction 
and blessing for all. His is a 
strong personality combined 
with the ability to analyze the 
composite parts of popular ruler- 
ship. During the program there 
are many personages who receive 
ovations, but none to equal the 
resounding tribute paid this 
King, as he passes from the 
platform. 

At noon a feast is served 
beneath the olive trees east of 
the Palace. There is mutton, 
chicken, honey, goat’s milk 
and barley bread. And before the 
afternoon contests of javelin throwing 
and foot races, we have seen a parade 
of school children, for young Nippur is 
learning to write on unbaked tablets 
with stylus needles, to add and 
multiply. f 

Soon these students are to take 
their places in the business houses, 
where records must be kept of ship- 
ments that require, not a week or two, 
but six months or more of slow travel 
across highlands and lowlands —where 
wages must be computed, as well as 
many other figures. 

It has been a warm day, but with 
sunset —and you must see a clear one 
south of Bagdad to appreciate its re- 
freshing effect —there comes the almost 
sudden chill of night and the weird 
notes of strange music. It is an evening 


of vivid lights and torches and street 
dancing, of gay hearts and mad lovers, 
of gambling fakers even in this re- 
ligious center. Then at nine, all is 
again hushed for mass by the tolling 
gongs from the Temple, a soothing 
note, which is to close each day for 
376 more years of Cassite rule. 


E have rambled away from Mr. 
Zerbe and his talk. 
“To change the subject,” he was 
saying, “here is a good number of 
money errors, including misstruck 





MR. ZERBE 


coins and paper money novelties. 
Here is a $2.00 note with a $1.00 
back —a new idea in money, you take 
*em in on the $1.00 side and pay them 
out as twos. 

‘The world has seen many different 
kinds of money. All in all, there are 
coins made of leather, pulp, wood, 
shells, porcelain, rubber, bone, fibre, 
clay, coal, glass, pasteboard, and other 
unconventional materials. There is 
also cotton cloth money and spices, 
amber, salt, tea, wire, cartridges and 
tin foil that have been so used. Whiskey 
was a part of a laborer’s daily pay in 
building of our early railroads. Russia 
minted platinum coins when that metal 
was worth only one-third the value of 
gold. There are ‘wildcat’ notes, in- 
cluding the money of John Law and his 
‘Mississippi Bubble.’ And there are 
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private coinages such as the $50 ‘slugs’ 
of California, ‘beaver’ coins of Oregon, 
Mormon issues of Utah, and Bechtler 
coinst of the South.” 

Then he turned from the cases. ‘To 
acquire money,” he said slowly, “for 
its own sake is not worthy; money’s 
value is in how it is used. The savings 
of youth become the solace of old age. 
Good credit is the best kind of money. 
Credit rests on confidence, a jewel that 
cannot be reset. And confidence springs 
from honesty for which par is the 
only quotation. I have played with 
money all my life, studied, 
written and talked much about 
it. To me money is a great 
servant but should never be a 
master.” 

A twinkle came back to his 
eyes. ‘“‘We have some amus- 
ing inquiries,” he went on. “A 
woman asked to see a ‘Latin 
Quarter’ —she had heard they 
were interesting. And when I 
told the young man who wanted 
to see some call money that 
he had ‘called’ me, he said: ‘Let 
me give you a specimen.’ He 
handed me a telephone slug.” 


OU find yourself laughing 

uproariously at this man’s 
humorous incidents —and wrapt 
intellectually when he gets on 
serious subjects. One may 
spend some hours with Mr. 
Zerbe and the Chase Bank’s 
Collection and then suddenly 
look at the clock and exclaim: 
“Holy Smoke! . . It’s one 
o'clock! I didn’t hear the 
whistles!” And worse, you even 
forget your appetite. 

“Do you mind if I come back 
again?” I asked. 

“Be sure and do so,” he 
urged. “‘Next time we may take 
a trip to some other part of the 
universe and perhaps choose a 
more modern time. You know, 
we have only gotten started to 
see the Chase Collection.” 

So, patient reader, it is all arranged 
and in due time Mr. Zerbe may take us 
on another of these pleasant and in- 
expensive excursions. 


* NOTE: Recent excavations have revealed that in 
the schools and libraries of this section, clay tablets con- 
taining a wide range of information were filed in large 
numbers by placing them on edge on shelves, very much 
like books of today. 


The Temple loaned money to subjects who signed a 
clay note showing the amount, due date, and rate of 
interest The note was then placed in an envelope of 
clay, which was sealed by the borrower's thumb mark 
or his private seal. This seal was not broken until the 
note was paid, at which time the envelope was thrown 
away, but the note was filed for permanent record. 


+ See Hilprecht, ‘‘Excavation in Assyria and Baby- 
lon,”’ P. 531, Multiplication Tablet, 1 x 6 equals 6. 


t The Bechtler coins were North Carolina gold 
pieces issued between 1831 and 1842. They came in 
fives, tens and twenties. These are now selling at twice 
their face value, although some fives sell as high as $15. 
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rust Work Spells Opportunity 


F any bank wants to emphasize, in 
its advertising, the broad range of 
its service, it is probably quite cor- 

rect to state that the usefulness of the 
institution carries through from the 
It is quite usual 
for the infant in the cradle to be the 


cradle to the grave. 


possessor of a savings account — 
often, in fact, opened by the 
bank itself with a complimen- 
tary dollar. At the other end 
of the chapter comes the trust 
officer with his experienced skill 
in the administration of estates, 
and the conservation of the 
family fortunes. 

It has been estimated that all 
property passes through the 
probate courts on an average 
once in every twenty-five years. 
According to Joseph S. McCoy, 
United States Government 
actuary, of Washington, 400,000 
estates, aggregating five billions 
of dollars, pass from one owner 
- to another through death every 
year. The federal estate tax, 
which only applies to estates of 
$100,000 and over, between 
September, 1916, and December, 
1927, brought to light assets of 
nearly twenty-seven billions of 
dollars, though exemptions and 
deductions brought the actual 
taxable amount down to some 
fifteen and a half billions of 
dollars. Mr. McCoy is on 
record that returns under the 
federal estate tax cover an 
average of 10,486 deaths a year, 
involving an annual property 
value of $2,355,000,000. These 
figures do not of course include 
estates of less than $100,000. 


OW much of these assets are 

handled by banks? Not very 
much as yet, according to the 
meager compilations available. 

A recent survey was con- 
ducted by the “Banking Law 
Journal” of wills filed in the 
county of New York. During 
the year 1915 there were 2,200 
wills filed for probate, and only 
forty-four named a trust com- 
pany as executor—2 per cent. 
Thirteen years later, in 1928 
there were 3,241 wills filed for 
probate, 272 of which named a 
bank or trust company as 
executor. The percentage rose 
to slightly above 8 during the 
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latter year. In other words, in 1915 
bank trust officers had one will in fifty, 
while in 1928 they were entrusted with 


one will in every twelve. of 

With the ever-increasing advertising 
and solicitation that are carried on by 
the banks and trust companies, it is 
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Fifth Avenue looking south from 42nd Street, the Empire State 
Building dominating the picture. The view is from a great height 


reasonable to expect that this process 
will be continued and that each year 
will find an increasingly large number 
wills passing through probate, 
with a bank or trust company named 
as executor or trustee, or both. Wills 
are made, in many instances, long 


before they become operative. 
The wills that are passing 
through probate today were 
many of them made from five 
to twenty years ago. The wills 
that are being drawn today will 
govern the distribution of estates 
through many years into the 
future. If, as we suspect, most 
of the wills drawn today name 
the bank or trust company as 
executor, it means that during 
the next generation the business 
of our trust departments ought 
to be multiplied sixfold, in 
addition to the normal growth 
of the country’s wealth. 

That bank executives are 
sensing this tendency is evident. 
Recently a prominent bank 
president on the Pacific Coast 
was quoted as follows: “The 
trust business of banks is only 
in its infancy, and I predict a 
tremendous growth for this 
type of banking, particularly in 
connection with life insurance. 
Today there is in force in the 
United States nearly a hundred 
billions in life insurance, and 
this huge total is increasing at 
the rate of an additional fifteen 
billions a year. Only 1 per cent 
of this life insurance is held in 
trust, yet over 60 per cent of 
this 1 per cent was trusteed 
within the past couple of years.” 

Even if only a fraction of life 
insurance were made payable to 
banks under trust agreements, 
it would amount to an enormous 
volume of business to be han- 
died. How much human suffer- 
ing and loss would be saved by 
such a course is beyond con- 
jecture, for it is common knowl- 
edge that far too often the life 
insurance money is dissipated 
within a year or two after the 
breadwinner has passed away. 

According to figures issued 
at Washington in March, 1929, 
the national banks, are alive to 
the opportunities that are pre- 
sented in trust work. Since the 
first permits were made in 
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February, 1915, 2,391 national banks, 
or about 31 per cent of these institu- 
tions, have been engaged in trust work. 
Moreover these represent the larger 
and stronger institutions, the 31 per 
cent having 73 per cent of the total 
capitalization of all national banks. 
The number holding permits increased 
by 242 or 17 per cent, during 1928. 
Total trust assets were approximately 
three and a quarter billions of dollars. 

How far this development is proving 
i “life saver” to the commercial banks 
may well be the subject of argument. 
We have all heard a great deal about 
the steadily declining ratio of profits 
to deposits and there are those who 
maintain that future progress 
depends not on the increase of 
commercial banking business, 
much of which is actually un- 
profitable, but upon the growth 
of side-lines —of which of course 
the trust department is one of 
the most important. It cannot 
be denied that the contacts 
made in commercial banking 
lead directly to trust connec- 
tions, and the reputation for 
integrity and efficiency enjoyed 
by a well-established national 
bank or trust company encour- 
age people to name the institu- 
tion as the executor and trustee 
of their wills. 

One of the problems, however, 
is the difficulty of training peo- 
ple to handle this mass of busi- 
ness as rapidly as it develops. 
A bank president recently told 
me that for. every man he could 
get for trust work, he turned 
away a dozen applicants for his 
commercial and savings depart- 
ments. It is no easy matter to 
handle trust business. The 
trust officer must be something 
of a lawyer—if not actually 
qualified —something of an in- 
vestment banker and a good, 
all-around, big-hearted human 
being, if he is to succeed. He 
must have a thorough grasp of 
the legal and technical require- 
ments incident to the proving 
and handling of an estate, he 
must be able to invest funds 
safely, and he must be prepared 
to solve all manner of family 
problems tactfully and wisely. 
Such Daniels are rare. 


T the risk of treading debat- 
able ground, I quote a trust 
officer who said that a full legal 
training was not always desirable 
for trust work. His contention 
was that the legally trained 
man frequently took too narrow 
a view of the trust function. 
The example he gave was that 
of a small bank establishing a 
trust department, and placing a 
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young lawyer in charge. This man 
was conscientious to the last degree, 
and proceeded to direct the drawing of 
wills, and declarations of trust, so that 
the maximum of protection should be 
given. Some years later, when several 
of the estates came into the hands of 
the bank for administration, it was 
found that they were “sewed up so 
tightly” that it was impossible for the 
bank to touch any of the principal, 
even in case of serious emergency. One 
case in particular was that of a widow 
with several sons, whom she was 
anxious to put through college. The 
estate was so tied up that she could 
not touch a cent of capital for the 
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The tallest spires are the new City Bank and Farmers Trust Build- 
ing on the right and new Bank of Manhattan Company on left 
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purpose, and the income was insuffi- 
cient. So the boys had to forego 
college and go to work. The few 
thousand extra they will inherit later 
in life may be far less valuable than 
specialized training would be today. 


ANOTHER trust officer who handles 

escrows, or incompleted property 
sale transactions, expressed the same 
idea. He said that the legally trained 
man saw so many possible obstacles and 
difficulties to be guarded against that 
his escrows generally were much slower 
in being completed, and with the general 
public there is great value in gaining 
a reputation for prompt closing of 

escrow deals. 

One is reminded of the farmer 
who was so harassed in the 
adjustment of his father’s estate 
that he said: “This red tape 
and legal fixin’s are so much 
trouble that sometimes I durn 
near wish father hadn’t died at 
all.” 

Perhaps the outcome will be 
the evolution of special training 
for trust work. Already the 
larger chapters of the American 
Institute of Banking are: ar- 
ranging special courses in trusts, 
and the Institute has published 

’ a textbook on the subject, while 
“Trust Banking’”’ is one of the 
three main classifications for 
special graduate work in the 
future. 

A close working contact with 
the bar is, however, one of the 
principles that must dominate 
trust department and_ trust 
company management. The 
family lawyer should in all in- 
stances draw the will and trust 
officers should themselves in- 
variably decline to draft wills, 
or perform other legal functions, 
even though they are them- 
selves qualified attorneys. The 
family lawyer should be ap- 
pointed attorney for the estate. 
In these ways the legal pro- 
fession will have no cause to 
complain of the assumption by 
banks of legal practice. The 
detailed work in administration 
of estates, trusteeships and so 
forth, is all that the trust 
officers should undertake. 

There is really no argument 
against institutional executor- 
ships and trusteeships. The in- 
dividual executor and trustee 
is subject to all the hazards and 
limitations of the individual. 
He may die before he completes 
administration of an estate be- 
ing handled, and the estate then 
will pass to his own executor 
and must be disentangled from 
his own resources. He may be- 
come ill, absent himself, or be 


(Continued on page 48) 








Thirty THE BURROUGHS 





The American 
Savings Bank, 
New York 
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Below— When three executives of 
the Mint in Shanghai, China, 
arrived to study the Mint in 
Philadelphia— photographed with 
Clifford Hewitt, veteran of the 
United States Mint service 





Steel work on the 
Cities Service Build- 
ing, New York, 
which will be sixty- 
four stories high. 
The tower of the 
Bank of the Man- 
hattan Company 
Building is seen in 
the background 
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In the Light of 
EXPERIENCE 
Keep a 
SAVINGS 
RESERVE 


THREE MONTHS 
INCOME. 
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CAPE HENRY, VIRGINIA 


Lobby display of the American Bank & 

Trust Company, Richmond—the airplane 

propeller revolves and the light in the 
lighthouse flashes 
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The Disconto-Gesellschaft, Berlin, the largest in Germany since merging with the Deutsche Rare Chinese coins dating from 70 to 
Bank The portrait is Dr. Georg Solmssen, co-manager of the Deutsche Bank and 350 A. D., recently acquired by the Los 
Disconto-Gesellschaft and president of the German Bankers Association ©/nternational Angeles County Museum © International 
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The dole in England—the queue at a London unemployment bureau waiting for their money © Regetons 
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ertain Crook Cases in Court 


‘“‘F ET the buyer beware,” is an 

LE establisned commercial axiom, 

but the banker is beset by crooks 

at every angle, and eternal vigilance is 
the price of his job. 

It follows that a review of some of 
the leading cases in the law reports 
involving bank crooks, may be of 
practical advantage to the average 
banker, and at the same time a modest 
attempt will be made to point out a 
few precautions which might protect 
the careful banker from loss of time, 
sleep and money. 

The bank crooks dealt with in this 
brief review may be conveniently 
classified under the following heads: 
The “stranger crook.” 

The plain forger. 

The too obliging banker. 
The “‘inside”’ crook. 

The legal crook. 

The foreign crook. 


The “Stranger Crook” 

This class of crook is no stranger to 
the average banker, but the law reports 
show that the crook often carries his 
. point. For example, there is the 
California case, where a stranger en- 
tered a California bank, ordered $4,200 
worth of Liberty bonds, saying that his 
name was “E. Kennard.” The cashier 
made up a bundle of bonds, laid them 
on the ledge, and when he turned to the 
wicket again, both bonds and cus- 
tomer had disappeared “‘without leav- 
ing a trace’’ except a Standard Oil 
Company check to the order of Ken- 
nard & Bierce, endorsed by the payee 
“per E. K.”” The check was a forged 
one, the bank sued the surety company 
which had issued a bond to protect the 
bank against loss of securities through 
robbery, burglary, theft or holdup, 
and the company contended that the 
bonds had been obtained through for- 
gery and not theft. 

“The bonds were stolen by a person 
calling himself E. Kennard, regardless 
of what his name may have been, and 
the fact that he left behind him a 
check in excess of the value of the 
bonds he carried away only strengthens 
our belief that forgery played no part — 
as to the bank —in his procuring and 
making away with them,” said the 
California District Court in ruling in 
favor of the bank. 

Another resourceful stranger called 
up a New York bank, ordered certain 
securities and asked that they be sent 
to his room at a certain New York 
hotel, promising to pay by a certified 
check. The banker sent the securities 
as requested, and an hour later the 
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messenger returned, handing over the 
stranger’s check for $4,500. The 
banker pointed out to the astonished 
messenger that the check was merely 
stamped certified, but was unsigned. 
He looked up a bond whereby a certain 
surety company agreed to indemnify 
the bank against loss of securities: 
“Through robbery, holdup, or theft, 
by any person whomsoever while the 
property is in transit, and in the cus- 
tody of any of the bank’s officers, or 
any of the employees, or any messen- 
ger temporarily employed; or through 
negligence on the part of any such 
employee or messenger having custody 
of the property while in transit as 
aforesaid.”” The New York Court of 
Appeals decided in favor of the bank 
in a case reported in 243 N. Y. 111, on 
the ground that the “‘transit’”’ had not 
ended. 

“The bonds were still in transit in 
the process of being taken somewhere 
for delivery, or to be returned to the 
office when stolen from the bank. It 
was a cash transaction. Delivery was 
to be made only for cash or a certified 
check,” the court said. 

The moral of these cases is all too 
plain—the California cashier should 
never have lost sight of the bonds till 
he got his cash, and the New York 
messenger should have got a real cer- 
tified check. 


The Plain Forger 


An Illinois paymaster while writing 
out Smith’s weekly pay check, included 
Jones’ stipend as well. Smith took the 
check, endorsed it, forged Jones’ 
endorsement, presented it to the bank, 
got the cash and disappeared. Jones 
sued the bank, and the Supreme 
Court of Illinois decided that the bank 
had to make good the loss. 

“The power of an agent to bind the 
principal by the making or endorsing 
of negotiable paper can only be charged 
against the principal by necessary 
implication,” said the Illinois courts, 
and the same rule has been laid down 
by the New York and Michigan courts. 


IF a facile penman forges A’s name to 

a check, and the bank on which it is 
drawn pays good cash therefor, the 
bank cannot, in the absence of negli- 
gence on A’s part, charge the check 
against his account, as every bank 
janitor knows. Suppose, however, 
that A gives a $20 check in favor of B, 
C gets hold of the check, erases B’s 


name, substitutes his own, changes 
$20 to $2,000, and then in order that 
the whole check shall look alike, he 
erases A’s name and rewrites it. 

Can the bank charge the check to 
A’s account in a case like this? 

“The fact that a genuine check had 
been drawn and signed by the proper 
party, upon the same piece of paper, 
does not affect the character of the 
instrument in its altered and forged 
condition,’ said the New York courts 
in ruling in A’s favor. 

The general rule holds good, but if 
the customer has been guilty of negli- 
gence, failing to examine the bank’s 
regular statement and report the for- 
geries to the bank, for instance, he may 
have to stand the loss. Suppose, how- 
ever, that the bank is guilty of negli- 
gence in cashing the forged checks, by 
having a blind cashier, for instance, 
and the customer is guilty of negligence 
in not examining his statements. Who 
stands the loss in this case? 

This point arose in a recent Texas 
decision where the Texas Court of 
Civil Appeals ruled against the bank 
in 295 S. W. 253. 

“If the bank was negligent, if its 
officers are found to have failed to 
exercise due and reasonable care in 
detecting the forgery or fraud, then 
the subsequent negligence of the de- 
pository, his failure to perform his duty 
in examining his pass book vouchers 
with reasonable care and report to the 
bank in a reasonable time any errors or 
mistakes, will constitute no defense,” 
said the court. 

Here again, the lesson is so plain 
that he who runs a ninety horse power 
car may read. No banker should pay 
a check until he is absolutely sure that 
the signature thereto is genuine. 


The Too Obliging Banker 


Sometimes a banker is victimized, 
not by a crook, but merely by being 
too obliging, as in the Georgia case 
where A gave a note to B. C endorsed 
it, B transferred the note to the bank, 
C asked that his endorsement be 
removed from the note, the cashier 
located the note, and drew two heavy 
red lines through the endorsement. 

Time passed, the note fell due, A was 
in bankruptcy, the endorser refused to 
pay, and B sued the bank in the 


Georgia courts. 

“Such action on the part of the bank 
amounts to a conversion of the notes, 
just as much so as if it should sell the 
notes and receive the value in money 
therefor,” was the reasoning of the 
Georgia Court in 117 Southeastern 
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health, then to keep it that way. Through the cooperative endeavor of an 
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and Moody’s staff of bond analysts and specialists, we are able to keep 
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: examining your bond account. This we shall gladly do in strict confidence, 
‘ and without cost or obligation. Kindly address our Mr. D. F. Shea, Vice- 
a President in Charge of our Advisory Department. 

y 

c. 


7 MOODY $ 
. INVESTORS SERVICE 


“ JOHN MOODY, President 
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Reporter, 741, in ruling against the 
bank. 


The ‘‘Inside’’ Crook 


The most insidious enemy of all is 
the one “‘within the gates,”’ as a North 
Carolina bank learned in a recent case. 

In this case the evidence showed 
that a bank cashier owed the local 
merchant and the cashier suggested 
that the merchant give a check on his 
own account to acreditor. The cashier 
promised to deposit that amount to 
the merchant’s credit. The merchant 
gave the check, the cashier failed to 
carry out his promise, the check was 
dishonored, and the merchant sued the 
bank. 

“The failure of the cashier to keep 
his promise was the loss of the mer- 
chant and not the loss of the bank,” 
suid the North Carolina Supreme 
Court. 


The Legal Crook 


Legal crooks are legion, according 
to popular opinion, but a single case 
must suffice, where an Illinois client 
had a claim for $1,000 for goods de- 
stroyed in transit against the Overland 
Railway Company, placing the claim 
in the hands of a lawyer for collection. 
After the usual correspondence and 
delay, the attorney received an official 
letter from the claim department of the 
railway company, enclosing a check 
for $1,000, ““which we trust you will 
find in proper order.” 


T! 1E accompanying check was not in 

“proper order” to suit the attorney, 
however, as it was made payable to the 
client and “*“A. B. Attorney,” but the 
attorney endorsed the check in the 
name of the client, added “A. B. 
Attorney,” deposited it in his local 
bank, checked out the proceeds, used 
them for his own purposes, and de- 
parted, without settling with the client, 
and without leaving any address. The 
client sued the bank. 

“There is nothing in the record to 
show that the client was under any 
legal duty, on account of his relations 
with the bank, to exercise ordinary 
care for the bank’s safety in dealing 
with his checks, and where there is no 
legal duty to exercise care, there is no 


Our 


but they seldom are. If the managing 
officers have also to be the business 
getters, they might just as well get the 
profit through the ownership of the 
stock from the new business they 
secure. 

The idea that men of prestige in a 
community are valuable as directors, 
is often a false one. 


> 


negligence in law,” said the Illinois 
Court in ruling against the bank, and 
this decision is in line with the weight 
of authority in the other state courts. 


The Foreign Crook 

The practical banker may be inclined 
to believe that all the bank crooks 
are concentrated in his city and “laying 
for’ his own bank, but the law reports 
show that defrauding banks is an inter- 
national occupation, a statement which 
is borne out by the ruling of the Nova 
Scotia Supreme Court in a recent 
Canadian case reported in (1924) 
2 D. L. R. 594, where the evidence 
showed that a Canadian company 
executed a trust mortgage to secure an 
issue of $2,000,000 of bonds upon the 
assets of the company. This mortgage 
was subject to prior charges of about 
$1,500,000, and the trust mortgage 
referred to the prior charges. An 
officer of the company offered $500,000 
of these bonds to a New York bank, 
and stated that there were no prior 
charges. The banker asked for a copy 
of the trust mortgage, the officer 
obtained a copy of the mortgage, with 
an official certificate thereon stating 
that it was a true copy, and also got in 
touch with the firm of Canadian law- 
yers who had drawn the trust mort- 
gage, and had advised the trustee 
by letter as to the validity of the 
mortgage. 

In this letter the Canadian lawyers 
had pointed out that the trust mort- 
gage was in legal form, within the 
charter powers of the company; that 
all preliminary proceedings and reso- 
lutions had been properly carried, 
taken and passed; and that the trust 
mortgage was subject to the prior 
charges set forth above. The officer 
asked the lawyers to confirm this by a 
letter to him to use in New York, and 
this letter contained the same informa- 
tion in shorter form, without any refer- 
ence to the prior mortgages, but the 
officer was confronted by what looked 
like an insurmountable obstacle —the 
certified copy of the trust deed, which 
he well knew would be examined by 
the New York banker, contained on 
the face thereof specific references to 
and particulars of the prior mortgages, 
which would effectually dispose of his 
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statements that the $2,000,000 issue 
constituted a prior lien. 

This little difficulty did not “stump” 
the resourceful Canadian, however. 
He simply wrote a new trust deed, 
eliminating all references to the prior 
mortgages, attached thereto the cover 
from the genuine copy, with the official 
certificate thereon, and handed letter 
and trust deed to the New York 
banker. 

These documents were so convincing 
that the banker advanced $76,000 on 
account of the $500,000 bonds, and this 
money was used by the company in 
paying interest coupons on the prior 
bonds, dividends, and for other pur- 
poses of the company. Then the New 
York banker discovered the fraud 
that had been perpetrated upon him, 
and sued the company, the officer, and 
the Canadian lawyers in the Nova 
Scotia courts. 

As far as the lawyers were concerned, 
the court ruled in their favor, on the 
ground that there was neither fraud 
nor negligence in writing the letter 
referred to, and failing to mention 
therein prior liens. The letter referred 
to the trust mortgage, a reference to 
which would have disclosed the liens, 
and the legal firm had no knowledge 
whatever of the fact that the officer 
was using a spurious copy of the mort- 
gage in a fraudulent manner. 

As the officer and the company were 
both worthless and insolvent, the 
result of the decision was that the con- 
fiding New York banker lost his 
$76,000 —and paid the costs of the suit. 

Of course, as H. G. Wells says, it is 
easy to be wise after the event, but if 
the New York banker in this case had 
insisted on a certified copy of the trust 
mortgage with every page signed by 
the proper officer, or if he had obtained 
a complete letter from the Canadian 
lawyers, this case would never have 
been reported. 

Conclusion 

The foregoing cases do not exhaust 
the list, by any means, but it is sub- 
mitted that enough has been said to 
put the banker on his guard, and to 
prove the old statement that eternal 
watchfulness is the price of banking 
success. 


Plethora of Stockholders 


(Continued from page 20) 


It is almost impossible to get an 
attendance of busy men of prestige, at 
a directors’ meeting, because they all 
have many responsibilities in connec- 
tion with affairs in which they are 
more heavily interested. 

This fallacy was well illustrated in a 
western bank organized a few years 
ago, in which all of the directors were 


men of outstanding reputation, but 
they seldom ever had time to attend a 
directors’ meeting, and it was almost 
impossible to get a quorum. One of the 
managing officers, who later had to 
resign on account of ill health, said 
that these influential directors, when 
they would come to the directors’ 
meetings, were quite irritating to the 
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management. They were accustomed 
to handling large affairs and were wont 
to criticize the little things pertaining 
to a small but growing bank, because 
of their ignorance of the things neces- 
sary to be done in a bank of this type. 

‘When I organize another bank, if I 
ever do,” he remarked, “‘I am going to 
have a board of directors who, at least, 
know no more than I do about banking 
affairs.” 

Another aspect of scattered stock 
ownership which has its direct dis- 
advantages, is the situation arising 
when an original shareholder dies and 
his stock is divided among his heirs — 
possibly to the widow and possibly to 
be held for minor children. This circle 
widens out as the years pass, and less 
and less is the interest of the stock- 
holder in his bank, other than for the 
dividends received. 

There is still another aspect of dis- 
tributing stock ownership, which must 
be considered by the management in 
those states where branch, chain and 
group banking is prevalent or develop- 
ing. It is the danger of gradual gain 
of control by the large organizations 
whose representatives are wont to go 
among the stockholders of the small 
banks and buy the scattered shares, 
where the control is not held by the 
active officers. 

Managing officers should control, 
either by direct ownership or by some 
agreement of voting control; for the 
stock of the bank, where it is in compe- 
tition with a large branch banking 
system, may be bought over night, and 
the managing officers are helpless to 
prevent it. There were actual cases 
of this in California during the hectic 
days when each branch bank organiza- 
tion was gathering in banks as fast as 
it could to prevent a competitor from 
buying. 

Perhaps this control has been bought 
at a figure below that which the stock 
should legitimately bring. If there 
ever need be a sale of the stock of a 
bank, certainly the active manage- 
ment who owns the control can drive 
a better bargain than one who does not. 

Getting the stockholder to work is a 
beautiful theory, but a difficult one to 
work out, and what will work in one 
bank may not in another. A plan that 
may be effective in the early days of 
the organization of a new bank fre- 
quently loses its efficacy as the years 
rollon. After all, the success or failure 
of a bank depends on the management 
and the reputation of its active officers. 
The public at large is not interested in 
shareholders, and unfortunately, few 
shareholders are interested in the bank 
beyond the dividend return. 


Manager: You say there are two 
reasons why you want an increase in 
salary. Tell me briefly what they are. 

Accountant: Twins. — Exchange. 








Thirty-five 


GONE 


...the 
uncertainties 


of 


lower-priced 
paper 


The day has come when you can 
use a lower-priced bond paper, 
knowing in advance that it 
will give satisfactory re- 
sults. Because men* 
and methods long 
associated with 
< dependability are now 
producing a lower-priced 
bond to standards of quality 
new to this field of stationery. 
You'll know this new paper by 
the watermark: “MANAGEMENT 
BOND — A HAMMERMILL PRODUCT.” 
That watermark is a sign of 
identity—and a recorded prom- 
ise of satisfaction. 
Eight practical colors and 
white, in the full range of usual 
commercial weights. 
Mail coupon now for Portfolio 
of Management Bond which in- 
cludes specimen sheets of this 
new bond paper. 


*Management Bond is made by Ham- 
mermill methods, by Hammermill- 
trained men, at Hoquiam, Wash., and 
is distributed by Hammermill Agents. 





HAMMERMILL PAPER COMPANY 
Erie, Penn. C6 


Please send me a Portfolio of Management Bond, 


the lower-priced paper made by Hammermill men. 


Name 





Position 





PLEASE ATTACH THIS COUPON 
TO YOUR OFFICE LETTERHEAD, 
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Wouarever your window size or 
shape, Victoria Venetians are made 
to suit and the fit guaranteed. 
These blinds are literally custom- 
built to dimension and color re- 
quirements. 

They are bound to meet your most 
exacting needs not only in structural 
details but in color harmony and 
mechanical excellence. Thus, they 
win the approval of all, not only for 
today but continually throughout 
their years of faithful service. Hun- 
dreds of thousands of installations. 


* Better Daylight” tells a fascinating story of 
the value of better lighting and how to secure 
it. A copy is yours, gratis, if you wish. 


The Bostwick-Goodell Co. 
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(2anadian Notes and Comment 


By G. A. G. 


N 1897 the Royal Bank of Canada 
| established its first branch in Van- 
couver in a small and unpretentious 
building. In June, 1931, the Royal 


Bank formally opened the handsome. 


new sixteen-story building which is to 
house its main Vancouver office. The 
one branch in 1897 has grown to 
twenty-four offices in different sections 

of the city and the new branch is the 
largest office of the Royal outside of 
the city of Montreal. Citizens of the 
Pacific Coast city are justified in re- 
garding the imposing new structure as 
an indication of the growth of the city 
as a financial center. 


* * * 


It is getting warm, almost hot, for 
“rubber check’ writers in Canada. 
Some months ago many of the clearing 
house associations boosted the service 
charge on returned “‘N. S. F.”’ checks 
from 25 to 50 cents. This penalty, 
however, is mild compared with that 
contained in a bill before the Canadian 
parliament which would amend the 
existing law dealing with “N. S. F.” 
checks. The legislation, which has the 
support of many provincial branches of 
the Retail Merchants’ Association, is 
far-reaching, as indicated by the word- 
ing of the amendment which reads as 
follows: 

‘““Every one who draws and issues a 
check on a chartered bank in Canada 
for the payment of money and at the 
time he draws and issues the check has 
no funds or insufficient funds on de- 
posit in the bank to meet the check 

'and has no reasonable grounds to 
believe that the check will be paid by 
the bank, and to whom no credit has 

| been extended by the bank at the time 
of presentation of the check, and who, 
upon the refusal of the bank to honor 
| the check does not, within a reasonable 
| time deposit in the bank to his credit 
a sufficient amount to meet the check 
| or pay the amount of such check to 
the holder thereof, is guilty of an 
offense and liable to summary convic- 
| tion, for the first offense to a penalty 
not exceeding one hundred dollars or 
to three months’ imprisonment, and 
for a subsequent offense a penalty not 
| exceeding two hundred dollars or to 
| six months’ imprisonment.” 





* * * 


| 

| 

| That stiffer penalties are needed to 
| curb the “‘N. S. F.”’ check nuisance was 
| clearly indicated by a survey conducted 
| by the Canadian Credit Men’s Trust 
| Association in 1930. This association, 
| which has a membership of 1,450 busi- 
i ness firms in all sections of the Do- 
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minion, gathered statistics on the 
number of “N. S. F.”’ checks received 
by members over a period of twelve 
months. With 583 firms co-operating, 
the final compilation disclosed the 
amazing fact that some 70,656, “‘N. S. 
F.”’ checks amounting to $5,551,113, 
had been handled by a little more than 
a third of the membership of the associ- 
ation. The figures for April, 1930, 
which was considered a typical month, 
show the returns by provinces: 


Firms “Ns 5.” 

Province Reporting Checks 
Nova Scotia 15 127 
New Brunswick ye 98 
Quebec 110 1,443 
Ontario 203 1,222 
Manitoba nae 582 
Saskatchewan 51 692 
Alberta 93 806 
British Columbia 44 326 
Not Indicated 12 198 


A banker of Prince Edward Island 
has pointed out that the Island prov- 
ince does not appear on the roll and he 
loyally intimates that the Islanders do 
not write “N. S. F.”’ checks. While 
we are not prepared to contradict him, 
it may be that P. E. I. citizens are too 
canny to admit this bad habit. How- 
ever, we will leave it with the Island 
bankers. 


* * * 


The taking over of the Royal Mint 
at Ottawa by the Dominion Govern- 
ment Finance Department is fore- 
shadowed by notice of a resolution to 
be introduced in the house by the 
Canadian Prime Minister. The re- 
organization of the mint as a purely 
Canadian institution will mark a new 
step in Canada’s financial history be- 
cause since its establishment in 1908 
the Canadian mint has operated as a 
branch of the Royal Mint in London. 
Prior to the organization of the Ottawa 
branch, Canada obtained her coinage 
in England, principally from the Royal 
Mint at London. The Canadian mint 
has crowded some interesting history 
into the short space of twenty-three 
years. During the war period it was 
called upon to handle $1,204,355,661 in 
gold foraccount of the Imperial Govern- 
ment and the Bank of England. In its 
earliest years of operation, the Cana- 
dian mint produced gold, silver and 
bronze coins for domestic use but with 
the outbreak of the World War re- 
fining operations were conducted on a 
large scale, some twenty million ounces 
of South African gold having been 
treated for the Bank of England. It is 
interesting to note that British sover- 
eigns were the first coins struck at the 
Canadian mint. These sovereigns were 
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similar to those of Great Britain but 
with a small “‘C’”’ identifying them as 
having been coined in Canada. The 
first Canadian $5 and $10 gold pieces 
were struck by the mint in 1912. Small 
coinage for the governments of New- 
foundland and Jamaica has also been 
struck at Ottawa but in recent years 
with the increase in gold production, 
refining has been the chief activity. 


* * * 


A football enthusiast on the staff of 
the Royal Bank at Forty-first Avenue 
and Granville Streets, Vancouver, 
spoiled a little romance recently when 
his flying tackle brought down a fleeing 
bandit who had just held up the bank. 
The gunman when captured told the 
police “that he just wanted $20 to get 


married” and telephoned his sweet- | 


heart from the police station “that the 
engagement was off.”” The manager of 
the branch also played an important 


part in the capture when he freed him- | 


self from the rope that bound him and 


courageously faced the bandit with the | 


bank’s gun. Luckily for the manager, 
who hesitated to shoot, the bandit’s 
gun missed fire and in the ensuing 
chase in which both officers took part, 


the holdup man was brought down a | 
short distance from the bank. This is | 
the second occasion in which Vancouver | 


bank officers have outwitted bandits. 


The manager and teller of the Van- | 


couver Heights Branch of the Bank of 


Montreal recently foiled a robbery | 


when under the point of a gun they 
pulled the wrong levers on the safe 
and prevented it from opening. The 
Royal Bank holdup is one of the few 
in which bank officers have qualified 
for the Canadian Bankers Association 
reward for capture of bank robbers. 


* * * 


Retailers are having their troubles and 
their little worries are being passed on 
to the banks and wholesalers. <A 
country manager tells of how a small 
town merchant staved off an assign- 
ment by the age-old trick of writing 
irregular checks. According to the 
manager, this merchant had a quantity 
of trade acceptances maturing with no 
funds to meet them. The wholesalers 
had refused to extend his paper, and 
the storekeeper was in no shape to 
borrow at the bank and it looked as if 


he would pass out of the picture. The | 


merchant, however, was determined to 
fight it out, believing that with a little 
more time he would be able to sur- 
mount his difficulties. First he in- 
structed the bank to return his maturi- 
ties endorsed “Sending Check.”’ Then 
he fooled everyone by keeping his 
promise but there was a “‘catch”’ to it. 
The ‘“‘catch” was that an irregularity 
appeared on every check that went out. 
Some were postdated, some had no 
signature attached, errors in body and 
figures were common and alterations 





Cut Tomorrow’s ‘Cedaad” 


by Scientific Planning “Now: 


Pilses of the country’s big manufacturing industries 
thought they were operating quite efficiently in 1928 and 
1929. Business was good; margins satisfactory. —But see 
what they’ve done now! 


Falling prices...lessening volumes...compelled economies. 
Expenses had to be reduced; wastes eliminated; round- 
about methods discarded. By closely scrutinizing every 
operation, every process, source and physical facility, costs 
have been brought down to a point undreamed of. Cur- 
rent offerings are onan extraordinary value basis. Industry 
has “cleaned house”... made ready for tomorrow’s upswing. 


Hundreds of banks... perhaps yours among them...could 
profit by a similar policy. You would never realize, until 
you saw it demonstrated, what a difference in overhead 
could be effected by a really modern, straight-line system, 
housed in a scientifically designed structure which ex- 
actly fitted your needs. 


WwHr not let our bank- building experts, with their twenty-five 

years’ experience, suggest proven ways and means to reduce your 
overhead? A complete service is offered. Our men are immediately 
available. Costs are lowest in years. Write for information without obligation. 
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were not initialed. Almost every 
crime embodied on the bank’s reason 
slip was committed with many of the 
checks turning up at the wrong desti- 
nations. The result was as expected 
by the merchant —much valuable time 
was lost (to the wholesalers). Banks 
were kept busy making out charge- 
backs and credit managers spent a 
hectic few weeks corresponding with 
the drawer and with each other in an 
effort to straighten matters out. In 
the meantime, Mr. Merchant rustled 
collections and with the help of a 
private loan was able to cover most of 
his wandering orders to pay when they 
finally did come home to roost. 


* * * 


That retailers are not alone with 
their problems in the West is indicated 
by the difficult situation which one 
country manager is up against. His 
farmer clients, principally newcomers 
to the country and of several nation- 
alities, insist on removing their boots 
before entering his office. The man- 
ager says that he has not yet discovered 
whether it is a mark of deference or 
whether they are afraid he will take a 
chattel mortgage on their footwear. At 
any rate he is not in favor of the prac- 
tice. A confrere who believes that all 
profit channels should be explored, has 
suggested that the revenue of the 
branch might be extended by charging 
a service fee for the safe custody of all 
boots left outside the office door. 


* * * 


In discussing service fees, a friendly 
customer of a bank branch at Mount 
Joli, Quebec, has submitted a list of 
brand-new charges to the manager 
which range from ten cents for spitting 
on the floor to $1 for talking over the 
telephone in a quarrelsome manner. 
“Tony,” the teller, believes that the 
list can be extended and has submitted 
the following: 

For bringing in cigar box of unrolled 
silver at 3:05 p. m., $1.00; asking for 
draft on China after the clearing is 
closed, $5; looking up savings check 
issued in 1924, ten years. Telling 
story about teller who said, ‘““We don’t 
make mistakes here,”’ life. 


* * * 


Some banks prefer tear gas facilities, 
bullet-proof glass and burglary alarm 
apparatus, but the manager of the 
Bank of Montreal at Simcoe, Ontario, 
prefers his rattlesnake. According to 
the Bank of Montreal staff magazine, 
this little pet is doing guard duty in the 
bank cellar and has entered into his 
duties with enthusiasm. International 
cracksmen who do not believe this 
story are referred to the bank’s maga- 
zine where a picture of the new member 
of the Simcoe staff appears near the 
portraits of important senior officers. 
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FROM A BUSY DESK 





By Hy. W. Sanders 


BANKER had just returned 
A from convention and described 
the closing scene —a banquet in 
a splendid room at a famous hotel — 
several hundred men in dress clothes 
listening to noted and distinguished 


speakers—an atmosphere of luxury 
and ostentatious elegance. Then he 


added: “Suppose some 
poor fellow out of luck had 
been able to look into that 
ballroom and had thought 
in his heart with bitter- 
ness of the contrast be- 
tween his own poverty 
and the luxury spread out 
before him — and then sup- 
pose that by some magic 
he could look into the 
minds of the bankers. He 
would see plenty of worries. 
Doctor’s bills for the family, 
investments that were 
going bad, doubts as to 
permanence of their posi- 
tions. Impending losses in the credit 
department. Comparatively few of 
those present were wealthy enough in 
their own right to be free of financial 
worry for the future.” 
* * * 


To T. M. Taul, cashier of the Mer- 
chants National Bank of Mobile, 
Alabama, I am indebted for the best 
piece of unconscious humor of the 
season. The question was “State the 
relations and duties of stockholders, 
directors, officers and employees.” 
The answer: “Stockholders own the 
bank and elect directors. The directors 
elect the officers who employ the hired 
help to do the work for them.” 


* e& * 


A trust officer passed the busy desk 
recently —in a hurry. When asked 
why the unwonted haste, he said that 
he had just secured a good trust and 
he was hustling to get the papers 
drawn in case the trustor might die 
before they were completed. 


* * * 


Some months ago we quoted in this 
column some facts relative to the 
turnover of staff in some of our large 
banks. We recently met one of the 
personnel officers who had given some 
of the information. He commented 
on the item and then added that during 
the past three months turnover had 
practically ceased. Outside of serious 
illness, and in some cases of marriage, 
employees had ceased to leave the 





Mr. Sanders 


bank. Perhaps this period of depres- 
sion will bring to banks everywhere one 
thing of which they have long felt the 
need, and that is a stable working 
force each of whom thoroughly under- 
stands his or her job and has little or no 
intention of changing it except by the 
route of promotion within the in- 
stitution. 


¢ + * 


A branch banker said 
that his immediate problem 
was to dissuade his branch 
managers from their habit 


declined credits or other 
decisions that might be dis- 
agreeable to clients. There 
is avery human disposition 
to put the blame on some- 
one else, and of course head 
office is a convenient goat. 
Then the independent 
banks in competition with 
the branch bank rejoice, for it gives 
point to their claims that they can 
better serve the local community. 
As a matter of fact, most large branch 
banks are only too glad to permit the 
local man to make credit decisions 
where they feel he has the right back- 
ground and skill. In the last analysis 
the personality of its representatives 
who meet and talk to the public will 
determine the success of any banking 
institution, whatever the type of its 
organization. 


* * * 


Philip Withermore, vice-president 
of the Futurity National Bank, said 
that in the new bank across the street 
they were putting up paintings which 
looked as if they might be worth $500 
each, or two for a quarter. 


* * * 


A trust officer says that the assets 
in estates that give him the largest 
amount of worry are not speculative 
stocks or even real estate that cannot 
be sold, but holdings in family con- 
cerns that are either firms or closed 
cerporations. He says that the history 
of these is often as foliows: first, two 
or three men get together in a small 
way and prosper, sharing the profits. 
Usually they incorporate and hold all 
the capital stock in their respective 
families. They draw moderate salaries 
and reap their reward in the form of 
dividends on the stock. Gradually in 
the course of time they die or retire 
and their places are taken by assistants 
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THEIR VACATION 


Planned fora year... 
Lost in a Minute 


Evenings spent poring over 
travel folders . . . months of 
saving for the vacation. The 
day ... the thrill of depar- 
ture . . . then the crushing 
discovery. The money is lost. 

Don't let your vacation 
end before it starts. There 
is no need to lose cash 
when insured money can be 
used just as easily. 

A. B. A. Cheques provide 
protection against loss, 
theft or even destruction o/ 
your money. If they are lost 
you get your money back. 

Your bank will convert 
your cash into A. B. A. 
Cheques—the insured money. 





ABA 


CHEQUES 


CERTIFIED 


OFFICIAL TRAVEL CHEQUE OF 
AMERICAN BANKERS ASSOCIATION 


In writing to advertisers please mention The Burroughs Clearing House 
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@ The best bank check paper 
requires safety, strength, dura- 


bility and permanence. 

@ It is not enough to know 
that these all-important attributes 
are present when made; its safety 
features should remain through 
the life of the check; its strength 


should not weaken through later 


TH€ QUALITY 


Gee RT 





exposure to the various industrial 
chemical atmospheric impurities 
and its durability and permanence 
should be really permanent. 

@ These characteristics are in- 
herent qualities of Gilbert Safety 
Bond. None have suffered in the 
process of making this high grade 
bond sheet a bank safety paper, 
safe against any attempted chem- 
ical or ink erasure alterations. 
@ Manufactured in a modern 
mill with 45 years’ experience in 
fine paper making by Gilbert 
Paper Company, Menasha, Wis. 
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| part of banks to insist on a fee for the - 
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whose interest in the business is rather 
in salaries than in dividends on the 
stock. The result is a gradual deteri- 
oration within the concern, often re- 
sulting in passed dividends or even 
assessments to meet deficits. When 
the bank is appointed trustee, it is not 
infrequently authorized to hold such 
stocks to prevent the passing of con- 
trol of a family business to outsiders, 
and in the belief that “‘nothing can 
ever happen to so good a concern.” 
Just when to let go, to put a period 
when things are not going too well, or 
indeed just when to look for trouble — 
these are the questions that make the 
bank’s position as trustee a difficult 
one. 


* * * 


Philip Withermore was considering 
a loan to a man whose connection with 
the bank was recent. He said after- 
wards that he was glad that he insisted 
on collateral until they became better 
acquainted because, now that they 
were well acquainted, he wanted col- 
lateral more than ever. 


* * * 


To show the sort of problems that 
arise in a transition from independent 
banking to branch banking, consider 
this one from Los Angeles —it is only 
by a fortunate change in the law that 
an attachment on an account must 
now be served on the branch bank 
where the account is located. It was 
held at one time that a bank might be 
served at any of its offices with an 
attachment effective throughout the 
bank. Think of what such a thing 
might mean where banks have branches 
running into scores and hundreds. 


* * * 


Incidentally the very efficient chair- 
man of the Committee on Legislation 
and Taxation of the California Bankers 
Association told their convention that 
at the recent session of the legislature 
more than 3,000 bills were introduced, 
150 of which were found to affect 
banking in some way and that of the 
150, over forty were of such moment 
as to demand active work on the part 
of the committee. 


* * * 
There is a growing practice on the 


appraisal of real estate offered as 
security for a loan, whether the loan is 


| granted or not. The bank must em- 
| ploy a highly skilled and well trained 


expert, upon whose judgment rests 
the security of many of the bank’s 
loans and such qualifications call for a 
proportionate salary. In addition to 


| the justification of such charges on 


this ground, there is also the effect of 


| such requirement in discouraging appli- 


cations that are sometimes made more 
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to test the owner’s estimate of value 
than for the purpose of securing 
credit. 

x * cS 


Overheard in the cages: ‘“‘What 
would we do if we had a holdup? Just 
one thing, and that is—collect our 
insurance.” Query, as long as banks 
can cover their risks thus easily, how 
may we expect them to resist the 
bandit? 


* * * 


One credit officer says a concern 
was represented to him as being ‘“‘in 
the very pink of condition.” 


* * * 


They say that a golf ball when well 
struck leaves the tee at a hundred 
miles an hour. So does a golfer leave 
his desk when the bank closes. 


* * * 


The new service charges, described 
as metered, measured, or graduated 
charges, are being more and more 
widely adopted. Perhaps the term 
“metered charge” describes them most 
accurately and the public soon gets 
familiar with the idea when so de- 
scribed. It suggests a service that is so 
measured that people get exactly what 
they pay for. The most usual criticism 
from the banker is based on the amount 
of detail work needed to figure the 
charges. The reply is that we can 





collect many times the cost of such 
calculations; that as time goes on we | 
shall probably find short cuts in the | 
methods used; and that the principle | 
of making each part of the business | 
pay its own way is so important as to | 
justify any reasonable expense in | 
starting it. | 
* * * 

| 

| 

| 

l 


These are days that try the abilities 
of the credit officer. The man who 
would never approve a loan where the 
concern did not make a profit last | 
year, is faced now with hundreds | 
concerns with red ink figures last year | 
simply because they were conservative | 
enough to take their inventory losses | 


1930 exceeded 


Forty-one 


(Creniamia 
A.T.& T. 
stockholders 


1927-1930 
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1927 - 1928 - 1929 put together 


During 1930 the number of 
American Telephone and Tele- 
graph Company stockholders in- 
creased 97,893 — a greater gain 
than for the three preceding 
years put together. In the first 
six months of 1931 approxi- 
mately 34,000 have been added. 
The total 
600,000. 

No individual owns as much 
as one per cent of the outstanding 
shares. The average holding is 


is now more than 


31 shares, and ownership is 
widespread in every state of the 
Union. 

The company is owned by 
the public. Its policy is “to ren- 
der the best possible service at 
the lowest cost consistent with 
financial safety.’’ This policy has 
become a security behind the in- 
vestment. Dividends have been 
paid regularly for half a century. 

May we send you a copy of our 
booklet, ‘“Some Financial Facts’? ? 


BELL TELEPHONE 
SECURITIES CO. Inc. 


195 Broadway, New York City 








standing up, write off the whole of the 
inflation and get into the best of con- 
dition for this year’s business. It was 
never so true as today that the credit 
officer who is too careful will never 
make any losses and very small profits. 
These are days when the credit officer 
with imagination and real analytical 
genius can lay the foundations for years 
of profitable and satisfactory relations 
with customers. 


* * * 


The auditor who carries his attitude 
of suspicion too far misses the greatest 
Opportunity in his office. “Everyone 
Ils guilty until proved innocent” is a 
good working motto, but in the last 





analysis the auditor’s greatest oppor- 
tunity is not so much to check the 
dishonest as to see that the bank is 
carrying out its obligations to the cus- 
tomer in the best, most efficient and 
most pleasing way. This is the duty 
of all in the bank and the auditor, 
having control of systems, can do a 
great deal towards that end. 


* * * 


A close student of the stock market 
told us that the most successful in- 
vestors in stocks never went near a 
broker’s office, nor the trading floor of 
an exchange. The mechanics of the 
market form a distraction that often 


obscures the real trend. Many reports 
on the market are written by men who 
haunt the brokers’ offices in search of 
news and write from the point of view 
of the ticker-watcher. The real analyst 
watches deeper but more potent factors 
in a situation. 


* * ok 
Three more C’s: To Character, 


Capacity and Capital, add Collateral, 
Collateral and Collateral. 


*” * * 
A trust officer says that where 


trustees advance monies from the 
bank’s funds in anticipation of income 
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CONDENSED 
STATEMENT OF CONDITION 


JUNE 30, 1931 


Che 
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Assets 
Cash on Hand andin Banks . .$ 32,587,232.79 


United States Government, Mu- 
nicipal and Other Bonds and 








Investments . .... . . 54,400,469.02 
Loans, Discounts and Advances . 211,414,924.65 
Banking Houses and Lots and 

Other Real Estate . . ... 7,886,189.54 
Interest and Earnings Accrued 

and Other Resources. . . . 2,442,816.43 
Customers’ Liability on Letters of 

Credit and Acceptances Exe- 

cuted bythis Bank ... . 5,150,396.01 

Total . . . . $313,882,028.44 
Liabilities 
Capital Stock . . . . . . «$13,800,000.00 
Surplus and Undivided Profits . 13,163,859.47 
Reserve for Taxes, Interest, etc. . 1,172,406.51 
Dividend Payable July 1,1931 . 414,000.00 
ee ae ee ee ee ee ee ee 
Other Liabilities ...... 707,581.24 
Letters of Credit and Acceptances 
Executed for Customers . . . 5,150,396.01 
Total . . . . $313,882,028.44 


Member Federal Reserve System 


Member Cleveland Clearing House Association 
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from trusts, it usually demoralizes the 

recipient who soon becomes an “‘addict”’ 

and regularly requests such advances. 
* * * 

The time for a customer to have the 
funds in the bank is when the check is 
drawn and not the day it is expected 
to be presented. It is a good policy to 
point this out whenever a customer 
complains of the return of a check for 
want of funds or requests that he be 
notified when a check is presented. 


The Challenge of This 
Decade 


(Continued from page 17) 
of present accounts, and increasing 
the average profit per depositor will 
assume a key position in promotional 
plans and programs. 

If it is logical for a bank to inculcate 
direction and objectiveness in the aims 
of depositors, it is equally logical for 
it to make objective advertising the 
web and woof of its policies. Not one 
of the seven points I have emphasized 
can be initiated and brought to a 
successful finis in a single year. Banks 
are forever wasting money on one 
experiment after another instead of 
concentrating for a cycle of years on 
well defined objectives. Results are 
cumulative, hence they must be allowed 
to compound. 

It calls for no ordinary ability to 
make the necessary surveys and de- 
velop a program in which will be in- 
corporated the pursuit of the seven 
objectives outlined above. It is no 
job for an amateur. If one individual 
must assume the entire responsibility 
of planning, writing, executing, he 
must have executive ability, vision, 
and extraordinary skill as a forceful 
Then who shall see it through? 

Each individual bank must decide 
for itself. In this article I have drawn 
the picture in outline only. In the 
next one I shall ink it in, suggesting 
methods and media adapted to pro- 
moting the objectives indicated in this 
one. When we consider in detail just 
how operations should be conducted, 
it will be easier to determine who is 
available to carry on. 

In the last analysis, the prosperity 
of the nation’s banks is in the hands 
of the American people. What they 
believe, in whom they have confidence, 


what they aspire to do and the means * 


they take for fulfilling their aspira- 
tions will determine how banks will 
prosper. Obviously, the mental atti- 
tude and actions of the masses should 
be molded by the banks. To make 
the individuals who compose _ the 
great body of bank patrons think 
clearly in terms of permanent financial 
progress is not a light task. It cannot 
be done with a superficial understand- 
ing or an utter disregard of funda- 
mental principles. 
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Your Business Insurance 
Trusts 


(Continued from page 14) 


considered business insurance trusts 


most desirable as making a special 
effort to get », In another city a 
trust officer s hat in his opinion the 


attainment of business insurance trusts 
was not worth the effort expended and 
as far as he was concerned he didn’t 
care if he never saw another one. The 
balance of the opinions was somewhere 
in between these two. 

I did find, however, a uniformity of 
opinion on certain phases of business 
insurance trusts and their develop- 
ment and for those who may be hold- 
ing both horns of the dilemma, I will 
set them down. 

First of all, is the fact that while in 
many cases the value of a business 
insurance trust to the trust company 
is often doubtful, the value to the life 
underwriter is immediate and real. 
The underwriter gets his premiums 
from the sale of insurance and even 
though the trust agreement may be 
later revoked, often the insurance is 
taken over and carried on by the in- 
dividuals and the underwriter con- 
tinues to get his renewal premiums. 
Sometimes this insurance is later in- 
cluded in a personal insurance trust. 


INCE the working out of a good trust 

agreement has much to do with the 
selling of this type of life insurance, 
the trust officer’s knowledge of the 
subject and his co-operation has often 
been invaluable to the underwriter. 
It is safe to say then that business in- 
surance trusts have afforded a splendid 
means for the trust officer to aid the 
underwriter and to further his intelli- 
gent co-operation, which all trust 
officers freely admit is greatly to be 
desired since the underwriter is one of 
the main sources of new trust business. 

Second, there are not a great many, 
either among the trust officers or the 
underwriters, who thoroughly under- 
stand the intricacies, possibilities, or 
complications that are inherent in 
business insurance trusts. Unless the 
trust organization is thoroughly con- 
versant with the subject or can get 
proper counsel, it would be better to 
steer clear of it until such time as the 
organization is properly equipped. In 
any case, it is most desirable to bring 
the attorney for the business into the 
picture. His intimate knowledge of 
the affairs of the business greatly en- 
hances the probability of working out 
of an agreement that will accomplish 
the desired ends and will be equally 
advantageous to all parties concerned. 

Third, many business insurance 
trusts are highly desirable and many 
are not. Selectivity of prospects in 
business insurance trusts then is essen- 
lial. The soundness of this will be 
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and ADD TO YOUR PROFITS 











Mellon Travelers Cheques are popular with travelers 
because of their easy negotiability combined with 
safety, and, above all, because of their economy. 
Mellon Travelers Cheques cost the traveler only 25 
cents premium per $100. Even though the selling 
price is low, the selling bank’s commission is 50 cents 
per $100. If you are not already selling Mellon Trav- 
elers Cheques, write for further details . . . Mellon 
Travelers Cheques can be made a source of addi- 
tional profit for your bank. MELLON NATIONAL 

BANK, Pittsburgh, Pennsylvania. 


; Vl, Capital and Surplus $23,500,000. 


MELLON /ravelers CHEQUES 
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‘After Ten Years of 
Financial Advertising” 
By 
DON KNOWLTON 


Publicity Manager of the Union Trust 
ompany, Cleveland 


Labeled “A Confession of Progres- NIGHT DEPOSITORY 
sive Disillusionment” in some of the So 


fetishes—not the aims and accom- THE BANK VAULT INSPECTION Co. | 
plishments— of financial advertising. YQ) PHILADELPHIA, PA ola 
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More York Equipment 


for 


Federal Reserve Bank 
at Pittsburgh 
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HE present vault equipment of the Pittsburgh 

Branch of the Federal Reserve Bank of Cleve- 
land was built and installed by YORK. Now, two 
great new vault doors—a 30 in. rectangular main 
door and a 30 in. circular emergency door—are in 
course of construction at the YORK factory for 
their new building. 
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This new contract is significant evidence that York 
equipment has fulfilled every requirement and is 
another tribute to YORK preeminence. 





TUBUSE 


vy 








BUN 


York vault installations in Federal Reserve Banks 
include the following: 
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SiH PHILADELPHIA = BOSTON MINNEAPOLIS 
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LOUISVILLE 


PITTSBURGH 
LOS ANGELES 


~YORK SAFE & LOCK CO. 


York, Pennsylvania 






MNATAMADAM 


D8) 
iveviiveNil 

















NARA RA RA RA RA RA RARARARARARARARARARARAAAAA 


a 









WNOAIN 
ATi 









SS 
Wey i7eyiveyi 





Manufacturers and Builders of the World’s Greatest Vaults 
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NO PASTING TO DO ON 
The “All Automatic’’ 


EASY SNAP 


COLLAPSIBLE STORAGE 
FILE BOXES 
50 SIZES — LOWEST PRICES 


Pats. Pend. 


STRAYER COIN BAG CO. 
New Brighton, Pa. 
Branch Offices: 


30 Church St., 55 N. Park St., 
New York City Portland, Oregon 


California Distributor: 
Banco Corporation, Ltd., San Francisco 
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evident upon the consideration of 
certain figures. 

Only a comparatively small percent- 
age of businesses exist over a long 
period of years. As the ancient 
proverb puts it, “It is easy to start a 
business but hard to keep it going.” 
A recent writer cites commercial re- 
ports indicating that the average life 
of a manufacturing business is seven 
years and of a retail business only a 
fraction of a year longer. Fewer than 
one hundred businesses in the country 
that have passed the Century mark 
and of the businesses that were in 
existence fifty years ago only a small 
proportion continue to live today. 

Take, for instance, the toll that 
bankruptcy exacts. During the last 
fiscal year, June 30, 1929-1930 there 
were 62,845 bankruptcies in the United 
States. Among these 13,580 were 
merchants, 1,386 manufacturers, 1,378 
professional men. 

Nor was that period particularly 
abnormal in that regard. In the year 
1928-29 there were 57,280 bankruptcies. 

The life of the average partnership 
is short and especially in the smaller 
firms changes are made frequently. 
Consolidations, too, take their toll of 
the smaller as well as the larger. 

Many insurance trusts are com- 
plicated. They require a great deal of 
time and effort to consummate them. 
When these things are taken into con- 
sideration it is evident that if a trust 
company expects to profit directly 
from business insurance trusts it should 
carefully select its prospects on the 
basis of reasonable expectancy just as 
life insurance companies do. 

Any consideration of the value or 
lack thereof in developing business 
insurance trusts should not fail to 
look upon its correlative values. The 
by-products of business insurance may 
prove to be the tail that wags the dog. 

Business insurance carried to its 
successful end makes the credit of the 
concern sounder. It may provide a 
market for the stock of a deceased 
stockholder and keep that stock off 
the bargain counter. It will likely 
increase the life of the business. In 
this the commercial department is 
keenly interested. 

Moreover, where a trust organization 
obtains a business insurance trust, 
often it obtains the trusts of the parties 
to the agreement. I recall taking a 
friend of mine who was the president 
of a large construction company to a 
trust company with the sole object 
of working out an insurance trust 
agreement covering the stock-control 
of the partners. Not only was this 
worked out but the trust company 
was successful in getting the wills and 
personal insurance trusts of this man 
and his two partners. 

In another instance that was recently 
brought to my attention, the trust 
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officer of a large trust company did 
such a fine piece of work in preparing a 
business insurance trust, involving 
only a small amount of insurance, that 
one of the parties to the agreement 
subsequently decided to have the 
trust company handle his entire estate 
which, it turned out, amounted to 
nearly half a million dollars. 

It is often possible to get a business 
insurance trust where a personal trust 
cannot be obtained. A man will spend 
money provided by the business much 
more easily than he will that which 
comes from his own pocketbook. 

Just as will and personal insurance 
trust go hand in hand, so does this 
follow in the case of many business in- 
surance trusts. Quite frequently, too, 
new bank accounts follow the creation 
of business insurance trusts where the 
parties creating the trust are not 
already customers of the commercial 
department. Certainly, the contacts 
that take place put the bank in a favor- 
able position to solicit the banking 
account of the business or partnership. 

Summing up, I am of the opinion 
that business insurance trusts, where 
the parties are in the higher classi- 
fication and where they have reason- 
able expectations of permanency, are 
most desirable. I am equally of the 
opinion that while business insurance 
is not a panacea for all business ills, 
yet it has great possibilities, will spread 
widely and that, therefore, trust officers 
should be thoroughly abreast of its 
development, for where a trust in con- 
nection with business insurance is 
desirable, no other agency is as well 
suited to the task of carrying it out as 
is the modern trust company. 


Amateurs Sell Profes- 
sionally 


(Continued from page 11) 


avoided. In addition to working on 
the leads furnished by the new busi- 
ness department, these honor sales- 
men will be continuously on the alert 
for other prospects for all of the serv- 
ices the bank has to offer. 

In order properly to school them- 
selves in selling and to get a better 
understanding of what the bank can 
do for its clients, the group plans to 
hold meetings two or three times a 
year. At these meetings representa- 
tives and successful “professional” 
salesmen of the various departments 
of the bank will explain certain opera- 
tions and selling technique and lead 
the entire group in round-table dis- 
cussion. ‘Tours of those departments 
will be conducted. Dramatized selling 
demonstrations will be used. 

It should also be understood that 
practically every employee of the bank 
has had such instruction at one time 
or another, and these meetings of the 
Honor Sales Club, as we now call it, 
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Nobody objects. 
to paying less for 
better check paper 


ANKERS who buy their checks carefully are 
selecting Hammermill Safety Paper— and then 
congratulating themselves on the reasonable price. 


SMOOTHER SURFACE, EASIER WRITING. 


Make your own comparisons. * 


STRENGTH. The tough new fibres give unusual 
tearing resistance. In tests, Hammermill Safety 
stands hundreds of folds. 


UNIFORMITY. Hammermill Safety is manu- 
factured to strict standards, complete in one plant, 
from raw material to finished check paper. 


When you choose Hammermill Safety you get 
complete check paper satisfaction, and make a sub- 
stantial saving. Your lithographer or printer can 
supply Hammermill Safety. 


HAMMERMILL PAPER COMPANY 
ERIE, PENNSYLVANIA 


* Write for Sample Book 
and test sheets. 
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PADUA Hold-Up Alarm Corporation a 
75 Seneca Street Cohoes, N. Y. 
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One Burroughs 


Forty-six 






S CLEARING HOUSE Forty-seven 


| for TRANSIT LETTERS 
and PROVING 


Cuts operating costs, 
--Reduces peak loads 





ITH speed and simplicity this 
one machine does both prov- 
ing and transit, each with the 
efficiency of a machine specially 


designed for the work. It brings 
First NATIONAL BANK 











Mr tiestienea tal substantial returns to any bank, 
R 7 . . 
CORRESPONDENT BANK, while saving the expense of provid- 
CITY DEC 4 193) ing two kinds of equipment. 
wenn eunneunnelsne Gp san, euenenmeanevan anceneaiaaieats On proving, it handles items in 
ora auto ofa prcting dois ny cae small batches, making batch sheets 
= = a for the bank’s records and tape to 
% 
teao 660 : x accompany items—both originals— 
eta gue ae in one operation. Errors, localized to 
2556 950 1,244 e ° 
1500 67 62 22 a few items, are thus easily checked 
6340 8 211 
250 219 344 : . . 
re - and work is finished on time. 
1150 116 _ : 
40. 41 . . . 
Soo 78 «228 56 On transit letters this machine 
16.00 419 55 
3025 402 23 enables the bank to use the Numer- 
2500 68 9,966 
avékaee ical Transit System. Positively 
identifies payer and endorser with 





every amount. Prints all totals and 
all identification numbers in red. 
Built for exceedingly fast operation. 


Moreover, the Burroughs Proof- 
Transit Machine may be used for 
all miscellaneous adding and listing. 
Every bank should know the results 
it produces and the savings it effects. 








For a complete demonstration call 
the nearest Burroughs Office 





Burroughs Adding Machine Company 


Detroit, Michigan 
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Forty-eight 


BURROUGHS 


CHAIR 


FOR OPERATORS 








Adds to the returns on your present invest- 
ment in office equipment by increasing pro- 
duction while reducing fatigue and errors. 
Its scientific design assures correct posture 
with the upper part of the body free for 
efficient work. The ball bearing swivel re- 
places twisting of operator’s back. The chair 
fits any individual, being easily adjusted with- 
out tools. For more details call our local office. 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 
BURROUGHS ADDING MACHINE OF CANADA, LIMITED, WINDSOR, ONTARIO 


ADJUSTABLE TO ANY POSITION 
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would be a sort of post-graduate 
course. The more technical aspects 
of the services will be explained to the 
“best sellers’ with suggestions as to 
overcoming sales resistance. 

This Honor Sales Club is not a 
‘closed corporation” by any meens, it 
being the intention to add to the club 
roster those who annually qualify for 
membership by an outstanding busi- 
ness-getting record. In other words, at 
the end of each year those employees 
who are named as the “twenty-five 
best sellers” for that year, will auto- 
matically become new members. 

From the bank’s standpoint, this 
Honor Sales Club as it grows from year 
to year, will be a reservoir from which 
trained banker-salesmen will be taken. 
Some of them may become regular 
members of the new business depart- 
ment because their sales record will 
have demonstrated that they are more 
valuable to the bank in that way than 
in their capacities as tellers or book- 
keepers or whatever their routine tasks. 

Perhaps there is a further ‘“‘follow 
through” on all this that hasn’t oc- 
curred to us as yet but certainly this 
Honor Sales Club is many steps ad- 
vanced from the original short-time, 
hit-or-miss, new business campaign. 


Trust Work Spells Oppor- 
tunity 


(Continued from page 29) 


so busy with his own affairs as to give 
scant consideration to the business of 
the estate. The trust officer makes his 
life work the study of every phase of 
such relationships, legal, financial, 
investment, and human. Should he 
withdraw or become ill, another can 
take his place. Proper records in 
comprehensive and _ understandable 
form are at all times available. There 
can be no doubt that the young banker 
who expects to specialize can find in the 
trust work a most promising field. 

Moreover there are new functions 
developing in trust work. Receiver- 
ships in bankruptcy and liquidation 
are now part of the work of many 
trust departments. 

In the development of trust business 
there are great possibilities of dramatiz- 
ing the human and family conditions 
that make trust service desirable. It 
can be, and is being, sold to the public. 
Inheritance and estate taxes are forcing 
a closer scrutiny of family holdings of 
property. Life insurance trusts are a 
tremendously promising field. Living 
trusts, in which property is placed in 
trust either irrevocably or revocably, 
are becoming more common. Oppor- 
tunities in trust business are so wide 
that it is safe to predict a place of 
great importance for the trust depart- 
ment in the “department store of 
finance” — the bank of tomorrow. 


PRODUCED IN THE BURROUGHS PRINT SHOP 
AT DETROIT, MICH., U.S.A. 4070-8-31-ADV. 
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